U
0000098470\”
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Arizona Corporation Commission R \\\
1200 West Washington Street % :
Phoenix, Arizona 85007 ~

RE: APS COMPLIANCE WITH DECISION NO. 70667 — APS/PINNACLE WEST COMMUNICATIONS WITH
CREDIT RATING AGENCIES
Docket No. E-01345A-08-0172

Attached please find copies of Arizona Public Service Company (APS) and Pinnacle West's available past
communications with credit rating agencies as instructed per Decision No. 70667 (December 24" 2008):

“Arizona Public Service Company shall file all currently existing communications within 10 days of the
effective date of this Decision and shall file future communication on a monthly basis. The first such
monthly report shall be due on February 1, 2009, and the monthly filing shall continue until the conclusion
of Arizona Public Service Company’s general rate case. Thereafter, Arizona Public Service Company
shall make such filings on a six month basis, with the first filing due by January 1, 2010.”

This monthly filing covers the communications with rating agencies from April 18, 2009 through May 22, 2009. If
you have any questions or concerns please contact David Rumolo at (602)-250-3933.

Sincerely,

e

eland R. Snook

LS/dst

Attachments

CC:  Emest Johnson (unredacted) ! 1041K0D 134000
Brain Bozzo (unredacted) ROISSILL 0 g 7y
Barbara Keene (unredacted)
Terri Ford (unredacted) 12 d 87 AVH W00z

Q=AIZ0TY
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Rating Agency Communication Log

Date Person APS/PNW Personnel Subject Comment
4/21/2009|Tony Bettinelli, S&P Jim McGill E-mailed Tony our imputed debt  |Confidential Attachment
calculations for renewable PPAs
4/22/2009|Laura Schumacher, investor Relations E-mail regarding GRC Settlement
Moodys discussions
4/22/2008{Phil Smyth, Fitch Investor Relations E-mail regarding GRC Settlement
discussions
4/22/2009{Tony Bettinelli, S&P Investor Relations E-mail regarding GRC Settiement
discussions
4/22/2009]Laura Schumacher, Jim McGill Called Laura to tell her the
Moodys documents for the tax-exempt
refunding were being sent for her
review
4/22/2009{Phil Smyth, Fitch Jim McGill Called Phil to tell him the
documents for the tax-exempt
refunding were being sent for his
review
4/22/2009{Tony Bettinelli, S&P Jim McGill Called Tony to tell him the
documents for the tax-exempt
refunding were being sent for his
review
4/22/2009]Phil Smyth, Fitch Jim McGill E-mailed Phil the documents for
the tax-exempt refunding
4/22/2009iLaura Schumacher, Jim McGill E-mailed Laura the documents for
Moodys the tax-exempt refunding
4/22/2009| Tony Bettinelli, S&P Jim McGilt E-mailed Tony the documents for
the tax-exempt refunding
4/22/2009|Tony Bettinelli, S&P Jim McGill E-mail from Tony regarding rates
4/22/2009|Laura Schumacher, Investor Relations E-mail regarding dividend and Q1
Moodys earnings call
4/22/2009}Phil Smyth, Fitch Investor Relations E-mail regarding dividend and Q1
earnings call
4/22/2009| Tony Bettinelli, S&P Investor Relations E-mail regarding dividend and Q1
eamings call '
4/23/2009| Tony Bettinelli, S&P Jim McGill E-mail from Tony regarding PPA  |Confidential Attachment
imputed debt
4/23/2009|Tony Bettinelli, S&P Jim McGill E-mail to Tony regarding rates
4/23/2009] Tony Bettinelli, S&P Jim McGill E-mail from Tony regarding rates
4/24/2009|Phil Smyth, Fitch Jim McGill Called Phil to check availability for
5/19 meeting
4/24/2009]Laura Schumacher, Jim McGill Called Laura to check availability
Moodys ~ for 5/19 meeting
4/24/2009|Tony Bettinelli, S&P Jim McGill Calied Tony to check availability
for 5/19 meeting
4/27/2009( Tony Bettinelli, S&P Jim McGill E-mail from Tony regarding 5/19
meeting
4/28/2009]Phil Smyth, Fitch Jim McGill E-mail from Phil regarding 5/19
meeting
4/28/2008| Tony Bettinelli, S&P Rufad Omanovic Tony left voice message wanting
information on S-3 shelf
registration
4/28/2009| Tony Bettinelli, S&P Rufad Omanovic Rufad called Tony to discuss S-3

shelf registration
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retail rate settlement

 5/5/2009]Laura Schumacher, Investor Relations E-mail regarding PNW Earnings
Moodys Packet
5/5/2009|Phil Smyth, Fitch Investor Relations E-mail regarding PNW Earnings
Packet
5/5/2009| Tony Bettinelli, S&P Investor Relations E-mail regarding PNW Eamings
Packet
5/5/2009|Laura Schumacher, investor Relations E-mail regarding PNW Earnings
Moodys Guidance
5/5/2009|Phil Smyth, Fitch Investor Relations E-mail regarding PNW Earnings
Guidance
5/5/2009( Tony Bettinelli, S&P Investor Relations E-mail regarding PNW Earnings
Guidance
5/5/2009|Laura Schumacher, Investor Relations E-mail regarding PNW Q1 10Q
Moodys
5/5/2009]Phil Smyth, Fitch Investor Relations E-mail regarding PNW Q1 10Q
5/6/2009| Tony Bettinelli, S&P Investor Relations E-mail regarding PNW Q1 10Q
5/5/2009]Laura Schumacher, Investor Relations E-mail regarding GRC Settlement
: Moodys
5/5/2009]Phil Smyth, Fitch Investor Relations E-mail regarding GRC Settlement
5/5/2009|Tony Bettinelli, S&P investor Relations E-mail regarding GRC Settlement
5/5/2009|Laura Schumacher, Jim McGill E-mail from Laura regarding 5/19
Moodys meeting
5/5/2009]Laura Schumacher, Jim McGill E-mail to Laura regarding 5/19
Moodys meeting
5/5/2009Phil Smyth, Fitch Jim McGill Voice mail from Phil regarding rate
increase
5/5/2009|Phil Smyth, Fitch Jim McGill E-mail to Phil regarding rate
increase
5/7/2009|Phil Smyth, Fitch Chris Froggatt and Jim  |E-mail from Phil with tax-exempt
McGill rating letter
5/7/2009| Tony Bettinelli, S&P Jim McGill E-mail to Tony regarding APS
unsecured ratings
5/7/2009{ Tony Bettinelli, S&P Jim McGill E-mail from Tony regarding APS
unsecured ratings
5/8/2009]Laura Schumacher, Jim McGill E-mail from Laura regarding
Moodys ratings letter for tax-exempt ratings
5/12/2009{Phil Smyth, Fitch Jim McGill Voice mail from Phii regarding
update reports
5/12/2009{Phil Smyth, Fitch Jim McGill E-mail from Phil regarding update
reports
5/12/2009}Phil Smyth, Fitch Jim McGill Called Phil re: update reports No comments
5/12/2009|Laura Schumacher, Jim McGill E-mail to Laura regarding 5/19
Moodys meeling
5/12/2009(Laura Schumacher, Jim McGill E-mail from Laura regarding 5/19
Moodys meeting
5/12/2009]Phil Smyth, Fitch Jim McGill E-mail to Phil regarding 5/19
meeting
5/13/2009|Phil Smyth, Fitch Jim McGill E-mail from Phil regarding 5/19
meeting .
5/13/2009|Laura Schumacher, Investor Relations E-mail regarding schedule for
Moodys retail rate settlement
5/13/2009|Phil Smyth, Fitch Investor Relations E-mail regarding schedule for
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" 5/13/2009

Tony Bettinelli, S&P

Investor Relations

E-mail regarding schedule for
retail rate settiement

5/14/2009|Laura Schumacher, Jim McGill E-mail from Laura regarding 5/19
Moodys meeting
5/14/2009|Laura Schumacher, Jim McGill E-mail to Laura regarding 5/19
' Moodys meeting
5/14/2009|Laura Schumacher, Jim McGill E-mail from Laura regarding 5/19
Moodys meeting
5/18/2009)Laura Schumacher, Chris Froggatt and Jim  |Attended Moody's issuers
Moodys McGill conference
5/19/2009{Phil Smyth, Rob Hornick, |Jim Hatfield, Chris Meeting at Fitch office Certain content in material
Glen Grabelski, Fitch Froggatt, and Jim McGill - is confidential
5/19/2009)|Laura Schumacher, A.J.  |Jim Haffield, Chris Certain content in material

Sabatelle, Jim Hempstead,
Larry Hess, Namsoo Lee,
and Wesiey Smyth,
Moodys

Froggatt, and Jim McGill

Meeting at Moody's office

is confidential

5/18/2009

Tony Bettinelli, S&P

Karen Dolyniuk '

E-mail to Tony regarding ratings
letter for tax-exempt bonds

5/19/2009

Tony Bettinelli, S&P

Karen Dolyniuk

E-mail from Tony regarding ratings
letter for tax-exempt bonds

5/19/2009

Tony Bettinelli, S&P

Karen Dolyniuk

E-mail to Tony regarding ratings
letter for tax-exempt bonds

5/19/2009

Tony Bettinelli, S&P

Karen Dolyniuk

E-mail to Tony regarding ratings
letter for tax-exempt bonds

5/20/2009

Tony Bettinelli, S&P

Karen Dolyniuk

E-mail from Tony regarding ratings
letter for tax-exempt bonds

5/20/2009

Tony Bettinelli, S&P

Karen Dolyniuk

E-mail to Tony regarding ratings
letter for tax-exempt bonds

5/22/2009

L.aura Schumacher,
Moodys

Investor Relations

E-mail regarding Starwood Solar |

5/22/2009

Phil Smyth, Fitch

Investor Relations

E-mail regarding Starwood Solar |

5/22/2009

Tony Bettinelli, S&P

Investor Relations

E-mail regarding Starwood Solar |
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McGill, James T(Z71171)

From:
Sent:
To:
Subject:

Attachments:

Tony,

Here are the imputed debt calculations using the CT proxy. The Starwood project is new.

Renewables
mputed Debt for S .

McGill, James T(Z71171)

Tuesday, April 21, 2009 11.40 AM

‘Bettinelli, Antonio’

Renewables imputed Debt for S and P 4-21-2009.xis

Renewables Imputed Debt for S and P 4-21-2009.xIs
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McGill, James T(Z71410

From: Higuchi, Dene C(Z05435) on behalf of Hickman, Rebecca (246875)
Sent: Wednesday, April 22, 2009 5:.06 AM
Subject: PNW/APS: RETAIL RATE CASE UPDATE

This moming, we filed a Form 8-K regarding recent developments in settiement discussions related to Arizona Public
Service Company's (APS) pending retail rate case. The text of the 8-K is below this message.

As always, if you have any questions about these developments or need other information about our company, please
contact me or Lisa Malagon (602-250-5671).

Becky

Rebecca L. Hickman

Direcfor of Investor Relations
Pinnacle West Capital Corporation
400 North 5th Street, Station 9998
Phoenix, Arizona 85004

(602) 250-5668 direct line

(602) 250-2789 fax
rhickman@pinnaclewest.com

TEXT OF FORM 8-K

ftem 8.01. Other Events.

Arizona Public Service Company (“APS") General Rate Case

On April 21, 2009, during a public procedural conference, Arizona Public Service Company (“APS”) and the parties to
APS’ pending general retail rate case advised an Arizona Corporation Commission (“ACC") administrative law judge that
the parties had reached an agreement in principle on the revenue requirements at issue in the rate case, and that they
continue to work through remaining settlement terms. The parties agreed that, by noon on May 4, 2009, they will file a
term sheet with the ACC outlining the major terms agreed to by the parties and a request for procedural order, including
the date for the filing of a definitive settiement agreement, as welil as proposed testimony and hearing dates. The ACC
must approve any definitive settlement agreement entered into by the parties. We cannot predict whether or when the

parties will enter into a settlement agreement or, if the parties do so, whether or when the ACC would approve the

settlement agreement. For information regarding the general rate case, see “2008 General Rate Case” in Note 3 of Notes
to Consolidated Financial Statements in the Pinnacle West Capital Corporation/APS Report on Form 10-K for the fiscal

year ended December 31, 2008.
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McGill, James T(Z71171)

S I
From: McGill, James T(Z71171)
Sent: Wednesday, April 22, 2009 11:16 AM
To: 'Philip.Smyth@fitchratings.com'
Subject: Tax-exempt refunding documents
Attachments: US_NE_500330604_1.DOC; 260604736(4)_Loan Agreement-APS_Navajo-2009.DOC;

260604735(3)_Indenture-APS_Navajo 2009.D0C

Phil,
Here are the documents we discussed. These are for the Navajo series - the Coconino and Maricopa documents are

essentially the same as these.

US_NE_500330604 260604736(4)_L0a260604735(3)_Inde
_L.DOC {275 KB)... n Agreement-AP,., nture-APS_Nav...
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 McGill, James T(271171)

SR _ ]
From: McGill, James T(Z271171)
Sent: Wednesday, April 22, 2009 11:17 AM
To: '‘Schumacher, Laura'
Subject: Tax-exempt refunding documents
Attachments: US_NE_500330604_1.DOC; 260604736(4)_Loan Agreement-APS_Navajo-2009.00C;

260604735(3)_Indenture-APS_Navajo 2009.D0C

Laura,
Here are the documents we discussed. These are for the Navajo series - the Coconino and Maricopa documents are
essentially the same as these.

US_NE_500330604 260604736(4)_L0a 260604735(3)_Inde
© _1.DOC (275 KB)... n Agreement-AP... nture-APS_Nav...
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McGill, James T(Z7§ 71)

e
From: ‘ - McGill, James T(Z71171)
Sent: Wednesday, April 22, 2009 11:17 AM
To: ‘Bettinelli, Antonio'
Subject: Tax-exempt refunding documents
Attachments: US_NE_500330604_1.DOC; 260604736(4)_Loan Agreement-APS_Navzajo-2009.DOC;

260604735(3)_Indenture-APS_Navajo 2009.00C

Tony,
Here are the documents we discussed. These are for the Navajo series - the Coconino and Maricopa documents are

essentially the same as these.

US_NE_500330604 260604736(4)_Loa 260604735(3)_Inde
_1.D0OC (275 KB)... n Agreement-AP... nture-APS_Nav...
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. Page 1 of 1

McGill, James T(Z71171)

From: Bettinelli, Antonio [Antonio_Bettinelli@standardandpoors.com)
Sent: Wednesday, April 22, 2009 12:37 PM

To: McGill, James T{(Z71171)

Cc: Omanovic, Rufad (Z72366)

Subject: Rate question

Jim

Do you have tiered pricing for residential or commercial customers where the rate varies based on usage level? This is what exists in
California and is also called an inverted block rate. If so, would you send me the tier pricing or a copy of your tariff book? Let me
know.

Tony Bettinelli

Associate

V.S. Utilities & Infrastructure
Standard & Poor’'s Corporate Ratings
One Market Plaza

Steuart Tower, 15th Floor

San Francisco, CA 94105-1000
(415) 371-5067 Fax: (415) 371-5090
tony_bettinelli@sandp.com

The conference materials from the Standard & Poor's 16th Annual Utility Conference that took place on March
10, 2009 are available by clicking on www.events.standardandpoors.com/utility.

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise
be privileged and confidential and protected from disclosure. If the reader of this message Is not the intended recipient, or an employee or agent
responsible for delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly
prohibited. If you have received this communication in error, please immediately notify us by replying to the message and deleting It from your computer.
The McGraw-Hill Companies, Inc. reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or
information sent to or from McGraw-Hill employee e-mail addresses without informing the sender or recipient of the message.
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 McGill, James T(271171)

o ]
From: . Higuchi, Dene C(Z05435) on behalf of Hickman, Rebecca (Z46875)
Sent: Wednesday, April 22, 2009 2:16 PM
Subject: PNW: Dividend Declaration and Earnings Conference Call/Webcast

Today, we issued a press release announcing our latest dividend declaration and our 2009 first quarter earnings release
conference call and webcast. The text of the release is included below in this message.

As always, if you need any information about our company, please contact me or Lisa Malagon (602-250-5671).

Sincerely,

Becky

Rebecca L. Hickman

Director of Investor Relations
Pinnacle West Capital Corporation
400 North 5th Street, Station 9998
Phoenix, Arizona 85004

Telephone: (602) 250-5668

Fax: (602) 250-2789

E-mail: rhickman@pinnaclewest.com

PINNACLE WEST DECLARES QUARTERLY DIVIDEND;
ANNOUNCES FIRST-QUARTER CONFERENCE CALL

PHOENIX - Pinnacle West Capital Corporation’s (NYSE: PNW) board of directors today declared a quarterly dividend of
$0.525 per share of common stock, payable on June 1, 2009, to shareholders of record on May 1, 2009.

In addition, Pinnacle West plans to reiease its 2009 first-quarter results on Tuesday, May 5, 2009. That same day at 12:00
noon (ET), the Company invites interested parties to listen to a live web cast of management’s conference call to discuss
results and recent developments.

The web cast can be accessed at www.pinnaclewest.com/presentations and will be availabie for replay on the web site for
30 days. To access the live conference call by telephone, dial (877) 356-3961 and enter Conference 1D Number
94112207. A replay of the call also will be available until 11:55 p.m. (ET), Tuesday, May 12, 2009, by calling (800)
642-1687 in the U.S. and Canada or (706) 645-9291 internationally and entering the same Conference ID number as
above.

Pinnacle West is a Phoenix-based company with consolidated assets of about $11.4 billion. Through its subsidiaries, the
Company generates, sells and delivers electricity and sells energy-related products and services to retail and wholesale
customers in the western United States. It also develops residential, commercial, and industrial real estate projects.

-30-
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Page 1 of 1

McGill, James T(Z71171)

From: Bettinelli, Antonio [Antonio_Bettinelli@standardandpoors.com]
Sent: Thursday, April 23, 2009 1:00 PM
To: McGill, James T(Z71171)

|
. Subject:  PPAs 2008
| importance: High

| Attachments: PPAs 2008.xds

Jim,

Here is our PPA debt calculation. Please call me if you have any questions.

Regards,
Tony

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise
be privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent
responsible for delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly
prohibited. If you have received this communication in error, please immediately notify us by replying to the message and deleting it from your computer.
The McGraw-Hill Companles, Inc. reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or
information sent to or from McGraw-Hlil employee e-mail addresses without informing the sender or recipient of the message.

|
|
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McGill, James T(Z271171)

From: McGill, James T(Z71171)
Sent: Thursday, April 23, 2009 1:17 PM
To: '‘Bettinelli, Antonio’
Subject: Rate info request
Attachments: E-12.pdf; E-32.pdf
. o
SO S

E-12.pdf (32 KB)  E-32.pdf (64 KB)
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RATE SCHEDULE E-12
RESIDENTIAL SERVICE
STANDARD RATE

AVAILABILITY

This rate schedule is available in all territory served by the Company at all points where facilities of adequate
capacity and the required phase and suitable voltage are adjacent to the sites served.

APPLICATION

This rate schedule is applicable to all Standard Offer and Direct Access electric service, except as stated below,
required for residential purposes in individual private dwellings and in individually metered apartments when such
service is supplied at one site through one point of delivery and measured through one meter. For those dwellings
and apartments where electric service has historically been measured through two meters, when one of the meters was
installed pursuant to a water heating or space heating rate schedule no longer in effect, the electric service measured
by such meters shall be combined for billing purposes. Rate selection is subject to paragraphs 3.2 through 3.5 of the
Company’s Schedule 1, Terms and Conditions for Standard Offer and Direct Access Services.

This schedule is not applicable to breakdown, standby, supplemental or resale service.

TYPE OF SERVICE

The type of service provided under this schedule will be single phase, 60 Hertz, at a single standard voltage
(120/240 or 120/208 as may be selected by customer subject to availability at the customer's site). Three phase
service may be furnished under the Company's Schedule 3 (Conditions Governing Extensions of Electric
Distribution Lines and Services), and is required for motors of an individual rated capacity of 7-1/2 HP or more.

RATES
The customer’s bill shall be computed at the following rates plus any adjustments incorporated in this schedule:

Bundled Standard Offer Service

Basic Service Charge: $ 0253 per day
Energy Charge:
May — October Billing Cycles November — April Billing Cycles
(Summer) (Winter)
$0.08570 per kWh for the first 400 kWh, plus
$0.12175 per kWh for the next 400 kWh, plus $0.08327 per kWh
$0.14427 per kWh for all additional kWh

Bundled Standard Offer Service consists of the following Unbundled Components:

Unbundled Components

Basic Service Charge: $ 0.056 per day
ARIZONA PUBLIC SERVICE COMPANY A.C.C. No. 5648
Phoenix, Arizona Canceling A.C.C. No. 5570
Filed by: David J. Rumolo Rate Schedule E-12
Title: Manager, Regulation and Pricing Revision No. 22
Original Effective Date: July 1, 1983 Effective: July 1, 2007
Page 1 of 3
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RATE SCHEDULE E-12

RESIDENTIAL SERVICE
STANDARD RATE
RATES (cont)
Unbundled Components (cont)
Revenue Cycle Service Charges:
Metering $ 0.080 per day
Meter Reading $ 0.055 per day
Billing $ 0.062 per day
System Benefits Charge: $ 0.00185 per kWh
Transmission Charge: $ 0.00520 per kWh
Delivery Charge: $ 0.03288 per kWh
Generation Charges:
May - October Billing Cycles November — April Billing Cycles
(Summer) (Winter)
$0.04577 per kWh for the first 400 kWh, plus
$0.08182 per kWh for the next 400 kWh, plus $0.04334 per kWh
$0.10434 per kWh for all additional kWh

DIRECT ACCESS

The bill for Direct Access customers will consist of the Unbundied Components Basic Service Charge, the
System Benefits Charge, and the Delivery Charge, plus any applicable adjustments incorporated in this
schedule. Direct Access customers must acquire and pay for generation, transmission, and revenue cycle
services from a competitive third party supplier. If any revenue cycle services are not available froma
third party supplier and must be obtained from the Company, the Unbundled Components Revenue Cycle
Service Charges will be applied to the customer’s bill.

ADJUSTMENTS

1. The Environmental Portfolio Surcharge shall be applied to every retail electric service as set forth in the
Company’s Adjustment Schedule EPS-1 or successor schedules as approved by the Arizona Corporation
Commission.

2. The bill is subject to the Power Supply Adjustment factor as set forth in the Company’s A djustment
Schedule PSA-1 pursuant to Arizona Corporation Commission Decision No. 67744 and Arizona
Corporation Commission Decision No. 69663.

3. The bill is subject to the Transmission Cost Adjustment factor as set forth in the Company’s Adjustment
Schedule TCA-1 pursuant to Arizona Corporation Commission Decision No. 67744.

4, The bill is subject to the Environmental Improvement Surcharge as set forth in the Company’s Adjustment
Schedule EIS pursuant to Arizona Corporation Commission Decision No. 69663.

ARIZONA PUBLIC SERVICE COMPANY A.C.C. No. 5648

Phoenix, Arizona Canceling A.C.C. No. 5570

Filed by: David J. Rumolo Rate Schedule E-12

Title: Manager, Regulation and Pricing Revision No. 22

Onginal Effective Date: July 1, 1983 Effective: July 1, 2007
Page 2 of 3
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RATE SCHEDULE E-12
RESIDENTIAL SERVICE
STANDARD RATE

| ADJUSTMENTS (cont)

5. The bill is subject to the Competition Rules Compliance Charge as set forth in the Company’s Adjustment
Schedule CRCC-1 pursuant to Arizona Corporation Commission Decision No. 67744,

6. Direct Access customers returning to Standard Offer service may be subject to a Returning Customer
Direct Access Charge as set forth in the Company’s Adjustment Schedule RCDAC-1 pursuant to Arizona
Corporation Commission Decision No. 67744,

7. The bill is subject to the Demand Side Management Adjustment charge as set forth in the Company's
Adjustment Schedule DSMAC-1 pursuant to Arizona Corporation Commission Decision No. 67744.

8. The bill is subject to the applicable proportionate part of any taxes or governmental impositions which are
or may in the future be assessed on the basis of gross revenues of APS and/or the price or revenue from the
electric energy or service sold and/or the volume of energy generated or purchased for sale and/or sold
hereunder.

CONTRACT PERIOD
Any applicable contract period will be set forth in APS” standard agreement for service.
TERMS AND CONDITIONS

Service under this rate schedule is subject to the Company’s Schedule 1, Terms and Conditions for Standard Offer
and Direct Access Services and the Company’s Schedule 10, Terms and Conditions for Direct Access. These
schedules have provisions that may affect the customer’s bill. In addition, service may be subject to special terms and
conditions as provided for in a customer contract or service agreement.

ARIZONA PUBLIC SERVICE COMPANY A.C.C. No. 5648

Phoenix, Arizona Canceling A.C.C. No. 5570

Filed by: David J. Rumolo Rate Schedule E-12

Title: Manager, Regulation and Pricing Revision No. 22

Original Effective Date: July 1, 1983 Effective: July 1, 2007
Page 30f 3
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RATE SCHEDULE E-32
GENERAL SERVICE

AVAILABILITY

This rate schedule is available in all territory served by the Company at all points where facilities of adequate capacity
and the required phase and suitable voltage are adjacent to the sites served.

APPLICATION

This rate schedule is applicable to all Standard Offer and Direct Access €lectric service required when such service
is supplied at one point of delivery and measured through one meter. Rate selection is subject to paragraphs 3.2
through 3.5 of the Company's Schedule 1, Terms and Conditions for Standard Offer and Direct Access Services.

This schedule is not applicable to breakdown, standby, supplemental, residential or resale service nor to service for
which Rate Schedule E-34 is applicable.

TYPE OF SERVICE

The type of service provided under this schedule will be single or three phase, 60 Hertz, at one standard voltage as

may be selected by customer subject to availability at the customer’s site. Three phase service is furnished under the
Company's Schedule 3 (Conditions Governing Extensions of Electric Distribution Lines and Services). Three phase
service is not furnished for motors of an individual rated capacity of less than 7-1/2 HP, except for existing facilities
or where total aggregate HP of all connected three phase motors exceeds 12 HP. Three phase service is required for
motors of an individual rated capacity of more than 7-1/2 HP. Service under this schedule is generally provided at

secondary voltage, primary voltage when the customer owns the distribution transformer(s), or transmission voltage.

RATES

The bill shall be computed at the following rates or the minimum rates, whichever is greater, plus any adjustments
incorporated in this rate schedule:

FOR MONTHLY MAXIMUM DEMANDS OF 20 kW OR LESS

Bundled Standard Offer Service

Basic Service Charge:

For service through Self-Contained Meters: $ 0.575 per day, or

For service through Instrument-Rated Meters: $ 1.134 . per day, or

For service at Primary Voltage: $ 2926 per day, or

For service at Transmission Voltage: $22.422 per day
ARIZONA PUBLIC SERVICE COMPANY A.C.C. No. 5659
Phoenix, Arizona Canceling A.C.C. No. 5579
Filed by: David J. Rumolo Rate Schedule E-32
Title: Manager, Regulation and Pricing Revision No. 20
Original Effective Date: November 1, 1983 Effective: July 1, 2007

Page 1 of 6
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RATE SCHEDULE E-32

GENERAL SERVICE
RATES (cont)
FOR MONTHLY MAXIMUM DEMANDS OF 20 kW OR LESS (cont)
Bundled Standard Offer Service (cont)
Energy Charge:
May - October Billing Cycles November — April Billing Cycleé
(Summer) : ~ (Winter)
For Secondary Service: For Secondary Service:
$0.11438 per kWh for the first 5,000 kWh, plus $0.09929 per kWh for the first 5,000 kWh, plus
$0.06254 per kWh for all additional kWh, or $0.04745 per kWh for all additional kWh, or
For Primary Service: For Primary Service:
$0.11160 per kWh for the first 5,000 kWh, plus $0.09651 per kWh for the first 5,000 kWh, plus
$0.05976 per kWh for all additional kWh $0.04467 per KkWh for all additional kWh

Bundled Standard Offer Service consists of the following Unbundled Components:

Unbundled Components

Basic Service Charge: $ 0.108 per day
Revenue Cycle Service Charges:
Metering:
Self-Contained Meters: $ 0.345 per day, or
Instrument-Rated Meters: $ 0904 per day, or
Primary: $ 2.696 per day, or
Transmission: $22.192 per day

These daily metering charges apply to typical installations. Customers requiring specialized facilities are subject to
additional metering charges that reflect the additional cost of the installation, (for example, a customer taking
service at 230 kV). Adjustments to unbundled metering components will result in an adjustment to the bundled
Basic Service Charge.

Meter Reading: $ 0.058 per day
Bitling: $ 0.064 per day
System Benefits Charge: $ 0.00185 per kWh
Transmission Charge: $ 0.00424 per kWh
ARIZONA PUBLIC SERVICE COMPANY A.C.C. No. 5659
Phoenix, Arizona Canceling A.C.C. No. 5579
Filed by: David J. Rumolo Rate Schedule E-32
Title: Manager, Regulation and Pricing Revision No. 20
Original Effective Date: November 1, 1983 Effective: July 1, 2007
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RATE SCHEDULE E-32

GENERAL SERVICE
RATES (cont)
FOR MONTHLY MAXIMUM DEMANDS OF 20 kW OR LESS (cont)
Unbundled Components (count)
Delivery Charge:
May — October Billing Cycles November - April Billing Cycles
(Summer) (Winter)
For Secondary Service: For Secondary Service:
$0.03462 per kWh for the first 5,000 kWh, plus $0.03455 per kWh for the first 5,000 kWh, plus
$0.01045 per kWh for all additional kWh, or $0.01038 per kWh for all additional kWh, or
For Primary Service: For Primary Service:
$0.03184 per kWh for the first 5,000 kWh, plus $0.03177 per kWh for the first 5,000 kWh, plus
$0.00767 per kWh for all additional kWh $0.00760 per kWh for all additional kWh
Generation Charge:
May - October Billing Cycles November — April Billing Cycles
~ (Summer) (Winter)
$0.07367 per kWh for the first 5,000 kWh, plus $0.05865 per kWh for the first 5,000 kWh, plus
$0.04600 per kWh for all additional kWh $0.03098 per kWh for all additional kWh
FOR MONTHLY MAXIMUM DEMANDS GREATER THAN 20 kW
Bundled Standard Offer Service
Basic Service Charge:
For service through Self-Contained Meters: $ 0575 per day, or
For service through Instrument-Rated Meters: $ 1.134 per day, or
For service at Primary Voltage: $ 2926 per day, or
For service at Transmission Voltage: $22.422 per day
Demand Charge:
Secondary Service: $ 8.477per kW for the first 100 kW, plus
|
| $ 4.509per kW for all additional kW, or
Primary Service: $ 7.865per kW for the first 100 kW, plus
$ 3.897per kW for all additional kW, or
Transmission Service: $ 6.132per kW for the first 100 kW, plus
$ 2.164per kW for all additional kW
ARIZONA PUBLIC SERVICE COMPANY A.C.C. No. 5659
Phoenix, Arizona Canceling A.C.C. No. 5579
Filed by: David J. Rumolo Rate Schedule E-32
Original Effective Date: November 1, 1983 Effective: July 1, 2007
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RATE SCHEDULE E-32
GENERAL SERVICE

RATES (cont)

FOR MONTHLY MAXIMUM DEMANDS GREATER THAN 20 KW (cont)

Bundled Components {cont)

Energy Charge:

(Summer)

May — October Billing Cycles

November — April Billing Cycles

{Winter)

$0.09115 per kWh for the first 200 kWh per kW, plus
$0.05330 per kWh for all additional kWh

$0.07613 per kWh for the first 200 kWh per kW, plus
$0.03828 per kWh for all additional kWh

Bundled Standard Offer Service consists of the following Unbundled Components:

Unbundled Components

Basic Service Charge:

Revenue Cycle Service Charges:

Metering:

Self-Contained Meters:
Instrument-Rated Meters:

Primary:

Transmission:

$ 0.108

$ 0345
$ 0.904
$ 2.696
$22.192

per day

per day, or
per day, or
per day, or
per day

These daily metering charges apply to typical installations. Customers requiring specialized facilities are
subject to additional metering charges that reflect the additional cost of the installation, (for example, a
customer taking service at 230 Kv). Adjustments to unbundled metering components will result in an

adjustment to the bundled Basic Service Charge.

Meter Reading: $ 0.058 per day
Billing: $ 0.064 per day
System Benefits Charge: $ 0.00185 per kWh
Transmission Charge: $ 1.585 per kW
Delivery Charge:
' Secondary Service: $ 6.892 per kW for the first 100 kW, plus
$ 2924 per kW for all additional kW, plus
$ 0.00010 per kWh, or
Primary Service: $ 6.280 per kW for the first 100 kW, plus
$ 2312 per kW for all additional kW, plus
$ 0.00010 per kWh, or
ARIZONA PUBLIC SERVICE COMPANY A.C.C. Na. 5659
Phoenix, Arizona Canceling A.C.C. No. 5579
Filed by: David J. Rumolo Rate Schedule E-32
Title: Manager, Regulation and Pricing Revision No. 20
Original Effective Date: November 1, 1983 Effective: July 1, 2007
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RATE SCHEDULE E-32

GENERAL SERVICE
RATES (cont
OR MONTHLY MAXIMUM DEMANDS GREATER THAN 20 KW (cont
nbundied Components Delivery Charges (cont
Transmission Service: $ 4547 per kW for the first 100 kW, plus
$ 0.579 per kKW for all additional kW, plus
$ 0.00010 per kWh
Generation Charge:
May - October Billing Cycles November — April Billing Cycles
{Summer) {(Winter)
$0.08920 per kWh for the first 200 kWh per kW, plus | $0.07418 per kWh for the first 200 kWh per kW, plus
$0.05135 per kWh for al! additional kWh $0.03633 per kWh for all additional kWh
DIRECT ACCESS

The bill for Direct Access customers under this rate schedule will consist of the applicable Unbundled Components
Basic Service Charge, System Benefits Charge, and Delivery Charge, plus any applicable adjustments incorporated
in this schedule. Direct Access customers must acquire and pay for generation, transmission, and revenue cycle
services from a competitive third party supplier. If any revenue cycle services are not available from a third party
supplier and must be obtained from the Company, the applicable Unbundled Components Revenue Cycle Service
Charges will be applied to the customer’s bill.

MINIMUM

The bill for Standard Offer and Direct Access customers will not be less than the applicable Bundled Standard Offer
Service Basic Service charge plus $1.910 for each kW of either: (1) the highest kW established during the twelve
(12) months ending with the current month; or (2) the minimum kW specified in an agreement. for service,
whichever is the greater.

POWER FACTOR

The customer deviation from phase balance shall not be greater than ten percent (10%) at any time. Customers
receiving service at voltage levels below 69 kV shall maintain a power factor of 90% lagging but in no event
leading unless agreed to by Company. Service voltage levels at 69 kV or above shall maintain a power factor of +
95% at all times. In situations where Company suspects that a customer’s load has a non-confirming power factor,
Company may install at its cost, the appropriate metering to monitor such loads. If the customer’s power factor is
found to be non-conforming, the customer will be required to pay the cost of installation and removal of VAR
metering and recording equipment.

Customers found to have a non-conforming power factor, or other detrimental conditions shall be required to
remedy problems, or pay for facilities/equipment that Company must install on its system to correct for problems
caused by the customer’s load. Until such time as the customer remedies the problem to Company satisfaction,
kVa may be substituted for kW in determining the applicable charge for billing purposes for each month in which
such failure occurs.

ARIZONA PUBLIC SERVICE COMPANY A.C.C. No. 5659

Phoenix, Arizona Canceling A.C.C. No. 5579

Filed by: David J. Rumolo Rate Schedule E-32

Tite: Manager, Regulation and Pricing Revision No. 20

Original Effective Date: November I, 1983 Effective: July 1, 2007
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RATE SCHEDULE E-32
P oy GENERAL SERVICE

DETERMINATION OF KW

For billing purposes, including determination of Monthly Maximum Demands, the kW used in this rate schedule
shall be based on the average kW supplied during the 15-minute period of maximum use during the month as
determined from readings of the Company's meter.

ADJUSTMENTS

1. The Environmental Portfolio Surcharge shall be applied to every retail electric service as set forth in the
Company’s Adjustment Schedule EPS-1 or successor schedules as approved by the Arizona Corporation
Commission.

2. The bill is subject to the Power Supply Adjustment factor as set forth in the Company’s Adjustment
Schedule PSA-1 pursuant to Arizona Corporation Commission Decision No. 67744 and Arizona
Corporation Commission Decision No. 69663.

3. The bill is subject to the Transmission Cost Adjustment factor as set forth in the Company’s Adjustment
Schedule TCA-1 pursuant to Arizona Corporation Commission Decision No. 67744.

4, Thebill is subject to the Environmental Improvement Surcharge as set forth in the Company’s Adjustment
Schedule EIS pursuant to Arizona Corporation Commission Decision No. 69663,

5. The bill is subject to the Competition Rules Compliance Charge as set forth in the Company's Adjustment
Schedule CRCC-1 pursuant to Arizona Corporation Commission Decision No. 67744.

6. Direct Access customers returning to Standard Offer service may be subject to a Returning Customer
Direct Access Charge as set forth in the Company’s Adjustment Schedule RCDAC-1 pursuant to Arizona
Corporation Commission Decision No. 67744,

7. The bill is subject to the Demand Side Management Adjustment charge as set forth in the Company's
Adjustment Schedule DSMAC-1 pursuant to Arizona Corporation Commission Decision No. 67744,

8. The bill is subject to the applicable proportionate part of any taxes or governmental impositions which are
or may in the future be assessed on the basis of gross revenues of APS and/or the price or revenue from the
electric energy or service sold and/or the volume of energy generated or purchased for sale and/or sold
hereunder.

CONTRACT PERIOD

For customers with monthly maximum demands less than 2,000 kW, any applicable contract period will be set forth
in the Company's standard agreement for service. For customers with monthly maximum demands of 2,000 kW or
greater, and at the Company's option, the contract period will be three (3) years or longer where additional
distribution construction is required to serve the customer or, if no additional distribution construction is required,
the contract period will be one (1) year or longer.

TERMS AND CONDITIONS

Service under this rate schedule is subject to the Company’s Schedule 1, Terms and Conditions for Standard Offer
and Direct Access Services and the Company’s Schedule 10, Terms and Conditions for Direct Access. These
schedules have provisions that may affect the customer’s bill. In addition, service may be subject to special terms and
conditions as provided for in a customer contract or service agreement.

ARIZONA PUBLIC SERVICE COMPANY A.C.C. No. 5659

Phoenix, Arizona . Canceling A.C.C. No. 5579

Filed by: David J. Rumolo Rate Schedule E-32

Title: Manager, Regulation and Pricing Revision No. 20

Original Effective Date: November 1, 1983 Effective: July 1, 2007
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Page 1 of 1

McGill, James T(Z71171)

From: Bettinelli, Antonio [Antonio_Bettinelli@standardandpoors.com]
Sent:  Thursday, April 23, 2009 1:20 PM

To: McGill, James T(Z71171)

Subject: RE: Rate info request

Thanks.

From: James.MCgill@pinnaclewest.com [mailto:James.MCgili@pinnaclewest.com]
Sent: Thursday, April 23, 2009 1:17 PM

To: Bettinelli, Antonio

Subject: Rate info request

Email Firewall made the following annotations

--- NOTICE ---

This message is for the designated recipient only and may contain confidential, privileged or proprietary information. If
you have received it in error, please notify the sender immediately and delete the original and any copy or printout.
Unintended recipients are prohibited from making any other use of this e-mail. Although we have taken reasonabie
precautions to ensure no viruses are present in this e-mail, we accept no liability for any loss or damage arising from the
use of this e-mail or attachments, or for any delay or errors or omissions in the contents which resuit from e-mail
transmission.

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise
be privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent
responsible for delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly
prohibited. If you have received this communication in error, please immediately notify us by replying to the message and deleting it from your computer.
The McGraw-Hill Companies, Inc. reserves the right, subject to applicable local law, to monitor and review the content of any efectronic message or
information sent to or from McGraw-Hill employee e-mail addresses without informing the sender or recipient of the message.
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McGill, James T(Z71171)

From: Bettinelli, Antonio [Antonio_Bettinelli@standardandpoors.com]
Sent: Monday, April 27, 2009 12:41 PM '

To: McGill, James T(Z71171)

Subject: RE: May 19

Just checked. Key NY participants are traveling on the 19th.

----- Original Message-----

From: James.MCgill@pinnaclewest.com
[mailto:James.MCgill@pinnaclewest.com]
Sent: Monday, April 27, 2009 12:33 PM
To: antonio_bettinelli@sandp.com
Subject: May 189

We are looking at possibly going out to NY to give you and other agencies an update on
SunCor and the settlement. Would your team be available on the 19th? Probably for a 60 -
90 minutes.

Email Firewall made the following annotations

~-- NOTICE ---

This message is for the designated recipient only and may contain confidential, privileged
or proprietary information. If you have received it in error, please notify the sender
immediately and delete the original and any copy or printout. Unintended recipients are
prohibited from making any other use of this e-mail. Although we have taken reasonable
precautions to ensure no viruses are present in this e-mail, we accept no liability for
any loss or damage arising from the use of this e-mail or attachments, or for any delay or
errors or omissions in the contents which result from e-mail transmission.

The information contained in this message is intended only for the recipient, and may be a
confidential attorney-client communication or may otherwise be privileged and confidential
and protected from disclosure. If the reader of this message is not the intended
recipient, or an employee or agent responsible for delivering this message to the intended
recipient, please be aware that any dissemination or copying of this communication is
strictly prohibited. If you have received this communication in error, please immediately
notify us by replying to the message and deleting it from your computer. The McGraw-Hill
Companies, Inc. reserves the right, subject to applicable local law, to monitor and review
the content of any electronic message or information sent to or from McGraw-Hill employee
e-mail addresses without informing the sender or recipient of the message.
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" McGill, James T(Z71171)

From: Philip.Smyth@fitchratings.com
Sent: Tuesday, April 28, 2009 7:08 AM
To: McGill, James T(Z71171)
Subject: 5/19 proposed update meeting...
Jim,

We are available on 5/19. Let me know what time. Attending in NYC would be Rob Hornick
and Glen Grabelsky, in addition to me.

- Phil

Confidentiality Notice: The information in this e-mail and any attachment(s) is
confidential and for the use of the addressee(s) only. If you have received this e-mail
in error, please delete this e-mail. Unauthorized use, reliance, disclosure or copying of
the contents of this e-mail, or any similar action, is prohibited.

This email has been scanned by the MessageLabs Email Security System.
For more information please visit http://www.messagelabs.com/email
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" McGill, James T(Z71171)

From: Higuchi, Dene C(Z05435) on behalf of Hickman, Rebecca (Z46875)

Sent: Tuesday, May 05, 2009 5:16 AM

Subject: PNW/APS: First Quarter 2009 Earnings Release

Attachments: PNW Complete Earnings Packet .pdf, PNW Earnings release slides 5_5_09.pdf; Microsoft

Office Excel Worksheet

Attachments:

¢
A
S

PNW Complete PNW Earnings
Earnings Packet .... release slides 5_...

This morning, we released our first quarter 2009 eamings and filed a Form 8-K. The 8-K includes our 2009 and 2010
earnings outlook and supplemental information on quarterly operating statistics. For your convenience, we've attached a
Complete Earnings Release and Analysis Packet (including earnings outlook). This information is also available on our

website, www.pinnaclewest.com/investors.

The text of our earnings release is included below in this message. The 8-K related to our earnings outiook will be sent
separately to limit the size of this message.

Conference Call and Webcast Access

We will host an earnings webcast and conference call today at 12:00 p.m. (ET). The live webcast can be accessed at
www pinnaclewest.com/presentations and will remain on the website for 30 days. To access the live conference call by
telephone, dial (877) 356-3961 and enter conference ID 94112207. A replay of the call will also be available through
Tuesday, May 12, 2009, by calling (800) 642-1687 in the U.S. and Canada or (706) 645-9291 intemationally and entering
the same conference ID number.

We plan to use slides during our conference call and webcast. For your convenience, a PDF file of the slides is also
attached. ’

As always, if you need information about our company, please contact me or Lisa Malagon (602-250-5671).

Sincerely,

Becky

Rebecca L. Hickman

Director of Investor Relations | Pinnacle West Capital Corporation

400 North 5th Street | Station 9998 | Phoenix, AZ 85004

Office 602-250-5668 | Fax 602-250-2789 | E-mail thickman@pinnaclewest.com

PINNACLE WEST REPORTS 2009 FIRST-QUARTER LOSS
, Real Estate Charges Drive Consolidated Results;
Milder Weather and Increased Costs Contribute to Lower APS Results

PHOENIX - Pinnacle West Capital Corp. (NYSE: PNW) today reported a consolidated net loss attributable to common
shareholders for the quarter ended March 31, 2009, of $156.5 million, or $1.55 per diluted share of common stock,
compared with a net loss attributable to common shareholders of $4.5 million, or $0.04 per diluted share, for the same
quarter in 2008. The lower results were driven largely by previously announced real estate charges, as well as rising costs
incurred by Arizona Public Service (APS) related to its electric system expansion, and the effects of milder weather.

Excluding the real estate charges, Pinnacle West recorded a consolidated on-going loss of $29.1 million or $0.29 per

share in the 2009 first quarter compared with a consolidated on-going loss of $4.5 million, or $0.04 per share, in the
comparable 2008 quarter.
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APS, the company’s principal subsidiary, reported a quarterly net loss of $15.5 million, compared with a net loss of $6.4
million for the 2008 first quarter. In addition to the impact of milder weather, the utility’s results were negatively impacted by
lower mark-to-market valuations of fuel and power contracts, and higher costs related to continuing infrastructure additions
and improvements. These items more than offset an interim retail electricity price increase implemented at the beginning
of this year and transmission rate increases implemented in 2008.

“Even with the current economy, Arizona is still growing. With today’s growth and an eventual economic rebound, APS
expects to add another 600,000 customers by 2025 — a 55 percent increase over current levels,” said Chairman Don
Brandt. “We must continue preparing to meet this demand by investing in new infrastructure and technologies to ensure
our customers’ energy future continues to be highly reliable, as well as cleaner, more efficient and more responsive than
ever before. To accomplish these goals, we will maintain a keen focus on energy efficiency, renewable energy expansion,
productivity, customer technologies and financial strength.”

As announced in early April, the Company’s real estate subsidiary, SunCor, initiated a plan to dispose of a majority of its
real estate assets through a series of strategic transactions. As a result of that decision, Pinnacle West's reported
consolidated results for the 2008 first quarter include real estate charges totaling $127.4 million after-tax. Execution of the
restructuring plan is currently underway and will allow SunCor to maximize the value of its assets, concentrate on the
Phoenix market, and substantially eliminate SunCor's outstanding debt. The company currently plans to complete the
transactions in 2009.

For more information on Pinnacle West's operating statistics and eamings, please visit www.pinnaclewest.com/investors.
Pinnacle West is a Phoenix-based company with consolidated assets of about $11.4 billion. Through its subsidiaries, the

Company generates, sells and delivers electricity and sells energy-related products and services to retail and wholesale
customers in the western United States. it also develops residential, commercial, and industrial real estate projects.

-30-

PINNACLE WEST CAPITAL CORPORATION
NON-GAAP FINANCIAL MEASURE RECONCILIATION
NET LOSS ATTRIBUTABLE TO COMMON SHAREHOLDERS
(GAAP MEASURE) TO ON-GOING LOSS (NON-GAAP FINANCIAL MEASURE)

Three Months Ended Three Months Ended

March 31, 2009 March 31, 2008
$in Diluted $in Diluted
Millions EPS Millions EPS
Net Loss Attributable to Common ($156.50) ($1.55) ($4.50) ($0.04)
Adjustment:
Real estate impairment and related 127.4 1.26 - --
On-going Loss (325.10) (50.29) (34.50) (30.04)
2
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" McGill, James T(Z71171)

NN
From: Higuchi, Dene C(Z05435) on behalf of Hickman, Rebecca (Z46875)
Sent: Tuesday, May 05, 2009 5:17 AM
Subject: PNW/APS: Form 8-K Regarding Earnings Guidance

This morning, we filed a Form 8-K that includes, among other things, our 2009 and 2010 earnings guidance. The text of
the 8-K regarding our earnings guidance is included below in this message. We have also attached a PDF file with
earnings outiook reconciliations.

As always, please contact me or Lisa Malagon (602-250-5671) if you have any questions or need information about our
company.

Sincerely,

Becky

Rebecca L. Hickman

Director of Investor Relations | Pinnacle West Capital Corporation

400 North 5th Street | Station 9998 | Phoenix, AZ 85004

Office 602-250-5668 | Fax 602-250-2789 | E-mail thickman@pinnaclewest.com

TEXT OF FORM 8-K

item 7.01. Regulation FD Disclosure

2009 Earnings Outlook

In this discussion, earnings per share amounts are after income taxes and are based on diluted common shares
outstanding. The earnings guidance in this Form 8-K supersedes all previous earnings guidance provided by Pinnacle
West.

Our earnings forecasts are subject to numerous risks, including those described under “Forward-Looking
Statements” below and under “Risk Factors” in Part 1, ltem 1A of our Annual Report on Form 10-K for the fiscal year ended
December 31, 2008.

We estimate that our consolidated earnings for 2009 will be within a reasonable range around $2.30 per share,
excluding the impact of SunCor Development Company (“SunCor”). This guidance takes into account the effects of milder
weather in the first quarter, as well as the 2009 portion of the annualized pretax cost savings identified in our March 2009
report to the Arizona Corporation Commission (the “ACC"), as required by the ACC's interim rate decision in December
2008,

We estimate that Arizona Public Service Company’s (“APS") earnings contribution included in such consolidated
earnings will be within a reasonable range around $2.35 per share (equivalent to a return on APS’ average common equity
of about 7%). This estimate assumes that the interim base rate surcharge will remain in effect throughout 2009. We
currently estimate that holding company expenses and other items, net, will be a net loss within a reasonable range
around $0.05 per share. For additional details regarding the major factors affecting our consolidated earnings outiook for
2009, see Exhibit 99.4 attached hereto.

2010 Earnings Outlook

Assuming APS' proposed general retail rate settiement is approved as proposed and is effective for the entire
year, we estimate that our consolidated earnings for 2010, with negligible impact from SunCor, if any, will be within a
reasonable range around $3.00 per share. We estimate that APS' earnings contribution included in such 2010
consolidated earnings will be within a reasonable range around $3.00 per share (equivalent to a return on APS' average
common equity of about 9%). We currently estimate that holding company expenses and other items, net, will not have
any meaningful impact on our 2010 consolidated financial resuits. For additional details regarding major factors affecting
our consolidated earnings outlook for 2010, see Exhibit 99.5 attached hereto.
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'McGill, James T(Z71171)

From: Higuchi, Dene C(Z05435) on behalf of Hickman, Rebecca (Z46875)
Sent: Tuesday, May 05, 2009 5:18 AM

Subject: PNWI/APS: First Quarter 2009 Form 10-Q

Attachments: PNW 1Q'09 Form 10-Q.pdf

The PDF file of the combined Pinnacle West and APS first quarter 2009 Form 10-Q is attached for your use. If you would
like to receive a printed copy of the report, please let me know and we will be happy to mail it to you.

As always, please contact me or Lisa Malagon (602-250-5671) if you need information about our company.

Sincerely,

Becky

Rebecca L. Hickman

Director of investor Relations | Pinnacle West Capital Corporation

400 North 5th Street | Station 9998 | Phoenix, AZ 85004

Office 602-250-5668 | Fax 602-250-2789 | E-mail rhickman@pinnaclewest.com

A

4

PNW 1Q'09 Form
10-Q.pdf (369 K...
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‘McGill, James T(Z71171)

From: Higuchi, Dene C(Z05435) on behalf of Hickman, Rebecca (Z46875)

Sent: Tuesday, May 05, 2009 5:18 AM

Subject: PNW/APS: Proposed Retail Rate Case Settlement Terms

Attachments: APS Settlement Term Sheet 5_4_09.pdf; Request for Procedural Order 5_4 09.pdf

Yesterday, our utility subsidiary, Arizona Public Service Company (APS) and other parties to APS' pending retail rate case
filed with the Arizona Corporation Commission a term sheet that outlines the terms of a jointly proposed settlement and a
proposed procedural schedule for filing the definitive settlement agreement and testimony of the various parties, as well as
a proposed hearing date. PDF files that include the term sheet and proposed schedule are attached for your convenience.

As always, if you have any questions about these documents or need other information about our company, please contact
me or Lisa Malagon (602-250-5671).

Sincerely ~

Becky

Rebecca L. Hickman

Director of Investor Relations | Pinnacle West Capital Corporation

400 North 5th Street | Station 9998 | Phoenix, AZ 85004

Office 602-250-5668 | Fax 602-250-2789 | E-mail rhickman@pinnaclewast.com

APS Settlement Request for
Term Sheet 5_4_...>rocedural Order 5..
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Meeting | Page 1 of 1

McGill, James T(Z71171)

From: Schumacher, Laura [Laura.Schumacher@moodys.com]
Sent:  Tuesday, May 05, 2009 9:13 AM

To: McGill, James T(Z71171)

Subject: Meeting

Hello Jim,

Were you still interested in coming in on the 19th? We didn't set a time, so | don't have anything reserved yet.

Thanks,
Laura

Laura Schumacher
Moody's Investors Service
7 World Trade Center

250 Greenwich Street

New York, New York 10007

phone: (212) §53-3853
fax:  (212) 298-6316
laura.schumacher@moodys.com

The information contained in this e-mail message, and any attachment thereto, is confidential and may not be
disclosed without our express permission. If you are not the intended recipient or an employee or agent responsible
for delivering this message to the intended recipient, you are hereby notified that you have received this message in
error and that any review, dissemination, distribution or copying of this message, or any attachment thereto, in
whole or in part, is strictly prohibited. If you have received this message in error, please immediately notify us by
telephone, fax or e-mail and delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well as any attachment thereto,
for viruses. We take no responsibility and have no liability for any computer virus which may be transferred via
this e-mail message.

5/20/2009 Page 32 of 84



Meeting Page 1 of 1

McGill, James T(271171)

From: McGill, James T(Z71171)

Sent:  Tuesday, May 05, 2009 10:30 AM
To: ‘Schumacher, Laura’

Subject: RE: Meeting

Laura,
We're trying to work around scheduling issues now on our end. | will let you know soon.

From: Schumacher, Laura [mailto:Laura.Schumacher@moodys.com]
Sent: Tuesday, May 05, 2009 9:13 AM

To: McGill, James T(Z71171)

Subject: Meeting

Hello Jim,

Were you still interested in coming in on the 19th? We didn't set a time, so | don't have anything reserved yet.

Thanks,
Laura

Laura Schumacher
Moody's Investors Service
7 World Trade Center

250 Greenwich Street

New York, New York 10007

phone: (212) 553-3853
fax:  (212) 298-6316
laura.schumacher@moodys.com

The information contained in this e-mail message, and any attachment thereto, is confidential and may not be
disclosed without our express permission. If you are not the intended recipient or an employee or agent responsible
for delivering this message to the intended recipient, you are hereby notified that you have received this message in
error and that any review, dissemination, distribution or copying of this message, or any attachment thereto, in
whole or in part, is strictly prohibited. If you have received this message in error, please immediately notify us by
telephone, fax or e-mail and delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well as any attachment thereto,

for viruses. We take no responsibility and have no liability for any computer virus which may be transferred via
this e-mail message.
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' McGill, James T(Z71171)

From:
Sent:
To:
Subject:

McGill, James T(Z71171)
Tuesday, May 05, 2009 11:43 AM
'Philip.Smyth@fitchratings.com'
% rate increase would be 7.9%
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From: McGill, James T(Z271171)

Sent: Thursday, May 07, 2009 2:48 PM
To: ‘Bettinelli, Antonio’

Subject: Ratings e-mail

Tony,

We are mailing out the POS for Nav/Coco refunding Monday’a.m. Would you please send lvan Naguit at JPM your e-mail
regarding the APS' unsecured ratings. Thanks.

Here is his e-mail address - ivan.l.naguit@jpmorgan.com

Jim
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McGill, James T(271171)

_ —————————————————— e ]
From: Philip.Smyth@fitchratings.com
Sent: Thursday, May 07, 2009 2:15 PM
To: Froggatt, Chris N(F00454); McGill, James T(Z71171)
Subject: * Fitch rating letter attached below
Attachments: PNW_APS_PCRB_Rating Letter_5.7.2009_P.pdf

A=t

PNW_APS_PCRB_R
ating Letter_5.7...

Chris, Jim,

I have attached below Fitch's letter to you rating the APS Navajo County, Arizona and
Coconino County, Arizona Pollution Control Revenue Refunding Bonds. I will also send the
letter to you via postal service. Please let me know if you have comments, questions or
need anything further.

Best Regardé,

Phil

Philip W. Smyth, CFA
Senior Director
Fitch Ratings

212 908 0531

Confidentiality Notice: The information in this e-mail and any attachment (s) is
confidential and for the use of the addressee(s) only. If you have received this e-mail
in error, please delete this e-mail. Unauthorized use, reliance, disclosure or copying of
the contents of this e-mail, or any similar action, is prohibited.

This email has been scanned by the MessagelLabs Email Security System.
For more information please visit http://www.messagelabs.com/email
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One State Street Plaza T 212 908 0500/ 800 75 FITCH
New York, NY 10004 www.fitchratings.com

May 7, 2009

Mr. Christopher Froggatt
Vice President and Treasurer
Pinnacle West Capital Corp.
400 N. 5 Street. 20™ floor
Phoenix, AZ 85004

Re: $166.15 Million Navajo County, Arizona Pollution Control Corporation Pollution Control
Revenne Refunding Bonds (Arizona Public Service Company Cholla Project) 2009 Series A,
2009 Series B, 2009 Series C, 2009 Series D, and 2009 Series E,

$12.85 Million Coconino County, Arizona Pellution Control Corporation Pollution Control
Revenue Refunding Bonds (Arizona Public Service Company Navajo Project) 2009 Series

Dear Mr. Froggatt,

Fitch Ratings (“Fitch”) has assigned a ‘BBB’ rating to the above referenced securities. The Rating
Outlook is Stable.

Ratings assigned by Fitch are based on the information and documents provided to us by you and other
parties and are subject to receipt of the final closing documents. Fitch relies on all these parties for the
accuracy of such information and documents. Fitch did not audit or verify the truth or accuracy of such
information.

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other person, to buy,
sell, make or hold any investment, loan or security or to undertake any investment strategy with respect to
any investment, loan or security or any issuer. Ratings do not cornment on the adequacy of market price,
the suitability of any investment, loan or security for a particular investor (including without limitation,
any accounting and/or regulatory treatment), or the tax-exempt nature or taxability of payments made in
respect of any investment, loan or security. Fitch is not your advisor, nor is Fitch providing to you or any
other party any financial advice, or any legal, auditing, accounting, appraisal, valuation or actuarial
services. A rating should not be viewed as a replacement for such advice or services.

The assignment of a rating by Fitch does not constitute consent by Fitch to the use of its name as an
expert in connection with any registration statement or other filings under US, UK or any other relevant
securities laws.

Ir is important that you promptly provide us with all information that may be material to the ratings so
that our ratings continue to be appropriate. Ratings may be raised, lowered, withdrawn, or placed on
Rating Watch due to changes in, additions to, accuracy of or the inadequacy of information or for any
other reason Fitch deems sufficient.
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i Nothing in this letter is intended to or should be construed as creating a fiduciary relationship between
| Fitch and you or between us and any user of the ratings. Nothing in this letter shall limit our right to
| publish, disseminate or license others to publish or otherwise to disseminate the ratings or the rationale
| for the ratings.
In this letter, “Fitch” means Fitch, Inc. and Fitch Ratings Ltd and any subsidiary of either of them
together with any successor in interest to any such person.

1) have had the opportunity to be of service to you. If we can be of further assistance,
ct 1ffe at 212 908 0531.

Fitch

Philip W. Smyth, CFA
Senior Director
Global Power
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McGill, James T(Z71171)

From: Bettinelli, Antonio [Antonio_Bettinelli@standardandpoors.com]
Sent:  Thursday, May 07, 2009 3:08 PM

To: ivan.lL.naguit@jpmorgan.com

Cc: McGill, James T(Z71171)

Subject: S&P's Ratings on APS

lvan,
S&P's current unsecured issue ratings on Arizona Public Service Co. are BBB-. The outlook is stable.

Tony Bettinelli

Associate

U.S. Utilities & Infrastructure
Standard & Poor's Corporate Ratings
One Market Plaza

Steuart Tower, 15th Floor

San Francisco, CA 94105-1000
(415) 371-5067 Fax: (415) 371-5090
tony_bettinelli@sandp.com

The conference materials from the Standard & Poor’s 16th Annual Utility Conference that took place on March 10, 2009 are
available by clicking on www.events.standardandpoors.com/utility.

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise
be privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an empioyee or agent
responsible for delivering this message to the intended reciplent, please be aware that any dissemination or copying of this communication is strictly
prohibited. If you have received this communication in error, please immediately notify us by replying to the message and deleting it from your computer.
The McGraw-Hill Companies, Inc. reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or
information sent to or from McGraw-Hill employee e-mail addresses without informing the sender or recipient of the message.
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McGill, James T(Z71171)

From: Schumacher, Laura [Laura.Schumacher@moodys.com]
Sent: Friday, May 08, 2009 12:28 PM

To: McGill, James T(Z71171)

Subject: Tax Exempt Issues

Jim,
| just faxed a rating letter to your attention at 602-250-5640. Let me know if you need anything else.

Regards,
Laura

Laura Schumacher
Moody's investors Service
7 World Trade Center

250 Greenwich Street

New York, New York 10007

phone: (212) 553-3853
fax:  (212) 298-6316
laura.schumacher@moodys.com

The information contained in this e-mail message, and any attachment thereto, is confidential and may not be
disclosed without our express permission. If you are not the intended recipient or an employee or agent responsible
for delivering this message to the intended recipient, you are hereby notified that you have received this message in
error and that any review, dissemination, distribution or copying of this message, or any attachment thereto, in
whole or in part, is strictly prohibited. If you have received this message in error, please immediately notify us by
telephone, fax or e-mail and delete the message and all of its attachments. Thark you. Every effort is made to keep
our network free from viruses. Yon should, however, review this e-mail message, as well as any attachment thereto,
for viruses. We take no responsibility and have no liability for any computer virus which may be transferred via
this e-mail message.
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Moody’s Investors Service

7 Worla T'rade Center at 250 Greenwich Street

May 8, 2009 New York, New Yourk 10007

Mr. Chris Froggatt

Vice President and Treasurer
Pinnacle West Capital Corporation
400 North 5" Street, 19" Fi

Mail Station 9996

Phoenix, AZ 85004

Dear Chris:

Per your request, Moody's investors Service Rating Committee has reviewed a draft copy ot
the Preliminary Official Statement Dated May 2009 relating to the followings Bonds:

$166,150,000 $12,850,000

Navajo County, Arizona Coconino County, Arizona

Poltution Control Corporation Pollution Control Corporation

Poliution Control Revenue Refunding Bonds  Pollution Control Revenue Refunding Bonds
(Arizana Public Service Company Cholla (Arizona Public Service Company Navajo
Project) Project)

2009 Series A 2009 Series
2009 Series B
2009 Sernies C
2009 Series D
2009 Series E

¥V VY YWY

Based upon our review and subject to final documentation, it is Moody's opinion that the
Bonds, which represent senior unsecured obligations of Arizona Public Service Company be
assigned the same rating as Arizona Public Service Company's other senior unsecured long-
term debt obligations, which is currently Baa2.

Moody's rating is subject to revision or withdrawal at any time without prior notice. The rating
and any revisions and withdrawals thereof are publicly disseminated by Moody’s through
normal print and electronic media and in response to oral requests to Moody's rating desk.

If { may be of further assistance, please call me at (212) §53-3853.

Sincerely,

clens / 77/ ,/%L_.../

\ Laura Schumacher
Vice President - Senior Analyst -
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" McGill, James T(Z71171)

From: Philip.Smyth@fitchratings.com

Sent: Tuesday, May 12, 2009 7:35 AM

To: McGill, James T(Z71171)

Subject: Fitch reports attached for you review....

Attachments: PNW_report_5.8.2009(draft).doc; APS_report_5.8.2009(draft).doc

PNW_report_5.8.2 APS_report_5.8.20
009(draft).doc...  09(draft).doc...

Hi Jim,

Please take a look at the attached PNW and APS update reports for factual accuracy. Let
me know if you have any comments or questions.

Best Regards,

pPhil
212 508 0531

Confidentiality Notice: The information in this e-mail and any attachment (s) is
confidential and for the use of the addressee(s) only. If you have received this e-mail
in error, please delete this e-mail. Unauthorized use, reliance, disclosure or copying of
the contents of this e-mail, or any similar action, is prohibited.

This email has been scanned by the Messagelabs Email Security System.
For more information please visit http://www.messagelabs.com/email
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.8 & Conada Pinnacle West Capital Corp.
Credit Update

Ratings Rating Rationale

Security Class Current Rating

e Pinnacle West Capital Corp.’s (PNW) ratings assume that the final order in Arizona

Long-Term IDR BBB-
Short-Term IDR Iz Public Service Company’s (APS) pending general rate case (GRC) will provide future
Commercial Paper R revenues and cost recovery mechanisms sufficient for the utility sustain
Outlook consolidated credit metrics which are currently consistent with PNW’s ‘BBB-’ rating
Nemt category. A final order in APS’ GRC, originally filed on March 24, 2008, is expected
gative
before year-end 2009.
Financial Data e« PNW’s recently announced restructuring of SunCor Development Corporation
Pinnacle West Capital Corp. (SunCor), the parent company’s wholly-owned real estate development subsidiary,
(S Mil.) is a constructive development, in Fitch’s view. The continuation of the Negative
3/:1L/To'3 2008 Rating Outlook reflects ordinary execution risk associated with the plan.
Revenues 3,760 3,367 e A final outcome in APS’ pending GRC that would continue the pattern of under-
Gross Margin 2004 2,037 earnings in 2010 and beyond would likely lead to further erosion of PNW’s
Cash Flow From 512 813 : . - ; . L
Operations consolidated credit metrics and negative rating actions in the future.
Operating EBITDA 704 946 s . . . _— -
Total Debt 4,541 4,318 e The filing of a term sheet with the Arizona Corporation Commission (ACC) outlining
Total Capitalization 7,738 7,764 the major aspects of its recent agreement-in-principle with major intervenors in its
R N ereciation  22b9 244 general rate case (GRC) is supportive of PNW’s current ratings.
®) What Could Trigger a Downgrade?
Analysts « Continued regulatory {ag and/or an adverse GRC outcome in APS’ pending rate case

could lead to deteriorating creditworthiness and downgrades in the near-to-
intermediate term.

¢ Inability to complete the SunCor restructuring plan in 2009.

Recent Events
The Rate and Financial Stability Plan for APS

Philip W. Smyth, CFA

+1 212 908-0531
philip.smyth@fitchratings.com
Robert Hornick

+1 212 908-0523
robert.hornick@fitchratings.com

Related Research

In Jan. 2009, APS began settlement discussions with the relevant parties to its GRC that

e Credit Analysis, Arizona Public
Service Company, dated
Jan. 22, 2008,

e Press Release, “Fitch: Arizona

Commission Ruling in GRC Supports

Arizona Public Service Co. & PNW
Ratings,” dated June 21, 2007.

¢ Press Release, “Fitch Lowers PNW &
APS’ Sr. Unsecured Ratings to ‘8BB-
& 'BBB, Respectively; Outlook

Stable,” dated Jan. 30, 2006.

resulted in the filing of a summary term sheet of the agreement-in-principle with the ACC
on Monday, May 4, 2009. The settlement agreement, dubbed “The Rate and Financial
Stability Plan for APS” contemplates a $207 million base rate increase effective January
1, 2010, predicated on an 11.0% authorized return on equity (ROE). Line extension fees
would be recorded as revenues instead of contribution-in-aid-of-construction under the
terms of the settlement. The agreement-in-principle as proposed would authorize
deferral and recovery of pension and OPEB costs. APS also agrees to reduce operating
costs $150 million over five years (530 million per annum) and cap rates through July 1,
2012. In addition, APS will obtain $700 million of equity infusions 2010 - 2014.

Importantly, the parties to the agreement intend to process future rate cases within 12
months of sufficiency findings, which would reduce regulatory lag and provide
opportunity for improved utility earned returns. Please refer to the Arizona Public
Service Company full report dated xx/xx/2009 for further information regarding the GRC
agreement-in-principle.

SunCor Restructuring

www.fitchratings.com

January 22, 2008
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In April 2009, PNW announced that it plans to divest virtually all of its real estate
holdings, using cash proceeds to repay SunCor debt. PNW booked a $202 million pretax
write-down in the first quarter 2009 to reflect the anticipated asset disposal. If the plan
is executed as envisioned by management, all but a relatively small number of SunCor
properties would be sold. SunCor would continue to own land and commercial assets
associated with SunCor’s Hayden Ferry Lakeside project in Tempe, Arizona and
approximately 2,000 acres of commercial land associate with its Palm Valley project
located west of Phoenix, Arizona. Proceeds from the sale of property would be used to
repay bank and project debt at SunCor and is expected to result in approximately $80
million of tax credits that would be used by PNW to reduce parent company debt.

The $202 million write-down at SunCor and non-payment of approximately $24 million of
project loans which recently matured violate certain covenants in the SunCor secured
revolver and other SunCor credit facilities. SunCor is currently seeking to obtain waivers
or similar relief from its lenders. If such relief is not forthcoming, SunCor could be
required to immediately repay all debt outstanding resulting in a material adverse effect
on SunCor’s business. There are no cross defaults between PNW and SunCor.

Liquidity and Debt Structure

As of March 31, 2009, PNW had cash and cash equivalents totaling $33 million on its
consolidated balance sheet and total on-balance sheet debt of $4.1 bhillion, including $574
million of short-term debt and current maturities of long-term debt. PNW has a $250
million commercial paper program backed by a $283 million revolving credit agreement
{(net of Lehman Brothers unavailable $17 million commitment), which matures December
2010. PNW has been unable to access commercial paper markets since September 2008.
Parent company debt totaling $175 million was outstanding as of March 31, 2009 and
matures in February 2011. Fitch calculates PNW’s adjusted debt-to-FFO was 6.5x and
adjusted debt-to-total capitalization 59% as of March 31, 2009.

Pinnacle West Capital Corp.  January 22, 2008
Page 44 of 84



Fitch Ratings Corporates

KNOW YOUR RISK

Pinnacie West Capital Comp.
($) in Milllons
* Flscal Year-End: Decomber

03/2009

Financial Summary LT™M 2008 YE 2007YE 2006 YE 2005 YE
Fundamental Ratios ;

FFO/Interest Expense (x) 39 48 4.0 29 46
CFOAnterest Expense (x) 31. 44 37 27 4.4
Debt/FFO (x} 65 . 48 5.6 87 45
Operating EBIT/Interest Expense (x) 13 23 27 29 25

_ Operating EBITDA/Interest Expense (x) 29’ 39 42 44 41

Debt/Operating EBITDA (x) ) 651 46 4.0 37 39
Common Dividend Payout (%) 269.3 84.3 684 61.5 1063
Internal Cash/Cap. Ex (%) M4, 636 478 253 647
Cap. Ex/Depreciation (%) 2289 2454 2520 2111 2411
Profitability N .
.Adjusted Revenues 3260 3,367 3,523 3,402 2,988
Net Revenues 2004 ° 2,037 2,088 2,151 2,100
Operating and Maintenance Expense 82 808 735 691 636
Operating EBITDA 704 946 1,023 1,010 8%4
.Depreciation and Amartization Exp. 394 390 373 3» 348
Operating EBIT 310 556 650 651 546
Grass interest Expense 242 241 244 228 216
Net (ncome for Common 75 242 307 327 176
Oper. Malnt. Exp. % of Net Revenues 41.0 397 352 32.1 30.3
Operating EBIT % of Net Revenues 15.5 273 311 303 26.0
Cash Flow '

Cash Flow from Operations 512 813 659 393 730
Change in Warking Capital (189) (%1) 7 (36) (45)
Funds from Operations 701" 904 736 429 775
Dividends (20) (200 (210) (201) (187)
Capital Expenditures (902) 957) (940) (758) (839)
Frae Cash Flow (592) (348) (491) (566) (296)
Net Other investment Cash Flow 58 48 (25) (25) (11)
Net Change in Debt 451 247 374 240 (245)
NetChange in Equity 2 4 24 40 298
Capital Structure , .

Sport—Tenq Debt 407 _67 341 36 16
‘Long-Term Debt 4134 3648 375 3,703 3,502
Totat Debt 4,541 4318 4,100 3,739 3,518
Total Hybrid Equity & Minority Interest ¥, - - - -
Common Equity _ __ _ . N 3163 § 3446 3532 3446 3,425
Total Capitat 7.738 7.764 7,632 7,185 6,343
Totat Debt/Total Capital (%) 58.7 » 55.6 537 520 507
Total Hybrid Equity & Minority (nterest/Total Capital (%) 0.4 - . - -
Common EquityTotal Capital (%) 409 444 46.3 480 493

LTM - Latest 12 months. Operating EBIT - Operating income bafore total reported state and federal income tax expense.
Copyright © 2008 by Fitch, inc., Fitdh Ratings L1d. ‘and its subsidiaries. “One State Street Paza; NY, Y 10004.
Telephone: 1-800-753-4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or retransmission in whole or in part is prohibited except by
permission.  All rights reserved. All of the information contained herein is based on information obtained from issuers, other obligors,
underwriters, and other sources which Fitch believes to be reliabte. Fitch does not audit or verify the truth or accuracy of any such information.
As a result, the information in this report is provided “as is® without any representation or warranty of any kind. A Fitch rating is an opinion as to
the creditworthiness of a security. The rating does not address the risk of loss due to risks other than credit risk, unless such nsk is specificatly
mentioned. Fitch is not engaged in the offer or sale of any security. A report providing a Fitch rating is neither a prospectus nor a substitute for
the information assembled, verified and presented to investors by the issuer and its agents in connection with the sale of the securities. Ratings
may be changed, suspended, or withd at anytime for any reason in the sole discretion of Fitch, Fitch does not provide investment advice of
any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not comment on the adequacy of market price, the
sultability of any security for a particular i , Or the tax: Pt nature or taxability of payments made in respect to any security. Fitch
receives fees from fssuers, insucers, guarantoss, other obligors, and underwriters for rating securities. Such fees generally vary from USD1,000 to
USD750,000 {or the applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a number of issues fssued by a particular
fssuer, or insured or guaranteed by a particular insurer or guarantor, for a single annual fee. Such fees are expected to vary from USD10,000 to
USD1,500,000 {or the applicable currency equivalent). The assig , publication, or dissemination of a rating by Fitch shall not constitute a
consent by Fitch to use its name as an expert in connection with any registration statement filed under the United States securities laws, the
Financial Services and Markets Act of 2000 of Great Britain, or the securities laws of any particular jurisdiction. Due to the retative efficiency of
electronic publishing and distribution, Fitch research may be available to etectronic subscribers up to three days earlier than to print subscribers,

Pinnacle West Capital Corp. January 22, 2008
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Arizona Public Service Company
(Subsidiary of Pinnacle West Capital Corporation)

Global Power
U.S. & Canada
Credit Analysis
Ratings
Security Class Current Rating
Long-Term IDR 8B8-
Senior Unsecured Notes 888
Short-Term IDR F3
Commercial Paper F3
Outlook
Stable
Financial Data
Arizona Public Service Co.
(S mil.)
LTM
3/31/09 2008
Revenues 3,110 3,133
Gross Margin 1,845 1,843
Cash Flow From 475 784
Operations
Operating EBITDA 945 957
Total Debt 3,983 3,769
Total Capitalization 7,201 7,108
ROE (%) 1.72 7.83
Capex/Depreciation 2274 243.1
(%)
Analysts

Philip W. Smyth, CFA
+1 212 908-0531
philip.smyth@fitchratings.com

Robert Hornick
+1 212 908-0523
robert.hornick@fitchratings.com

Related Research

« Credit Update, Pinnacle West
Capital Corp., dated Jan. 17, 2008.

e Press Release, “Fitch: Arizona
Commission Ruling in GRC Supports
Arizona Public Service Co. & PNW
Ratings,” dated June 21, 2007.

o Press Release, “Fitch Lowers PNW &
APS’ Sr. Unsecured Ratings to ‘BBB--
& 'BBB', Respectively; Outlook
Stable,” dated Jan. 30, 2006.

Rating Rationale

e Arizona Public Service Company’s (APS) ratings were affirmed by Fitch on April 9,
2009 and consider the recently announced agreement-in-principle with staff and
other relevant parties in its pending general rate case (GRC).

e While the Arizona Corporation Commission (ACC) is not bound by the proposed
agreement-in-principle, adoption of a final order consistent the settlement would
be a constructive development from a fixed income investor point-of-view. A final
order in the proceeding, originally filed March 24, 2008, is expected by year-end
2009.

e APS’ credit metrics are consistent the ‘BBB’ rating category as measured by funds
from operations (FFO)-to-interest expense of 4.3x times (x) and debt leverage
relative to FFO 5.6x for the twelve months ended March 31, 2009,

o Fitch notes that APS is currently collecting rates based on a 2005 test year and will
adjust rates based on a 2007 test year at the conclusion of the current rate case,
which is expected to be effective January 1, 2010. Failure to address regulatory
lag would, in Fitch’s view, result in a secular trend of weakening credit metrics
likely to result in future negative rating actions.

e APS’ scheduled maturities and new money financing requirements are manageable,
in Fitch’s opinion. The ratings assume future external financing to defray APS’ large
capital investment program will be funded with a balanced mix of equity and debt.

o The ratings also consider APS’ competitive coal and nuclear generating capacity,
the top quartile operating performance of its coal plant and improving operations
at its Palo Verde Nuclear Generating Station. The nuclear generating station was
removed from heightened Nuclear Regulatory Commission oversight in March 2009.

Key Rating Drivers

e APS’s large capital expenditure program will require rate increases to maintain
current creditworthiness. While the ratings assume a reasonable outcome in the
utility’s pending GRC, a final order significantly below Fitch’s expectations can not
be ruled out and could lead to adverse rating actions.

» Earnings attrition due to regulatory lag, if not addressed, could lead to significant
deterioration to projected earnings and cash flows, resulting in future credit rating
downgrades.

Recent Events

GRC Update: On Dec.18, 2008 the ACC issued an order authorizing a $65 million annual,
emergency interim base rate surcharge in response to APS’ June 2008 filing requesting an
emergency, interim rate increase of $115 million, subject to refund.

On Dec. 19, 2008, the ACC staff, along with other intervening parties, filed testimony in
APS' GRC. In its testimony, the staff supports a $156 million non-fuel base rate increase,
based on an 11.0% authorized ROE. The staff recommendation approximates 56% of APS’
request and is a constructive development in Fitch’s view.

www.fitchratings.com January 17, 2008
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The Rate and Financial Stability Plan for APS In Jan. 2009, APS began settlement
discussions with the relevant parties to the GRC that resulted in the filing of a summary
term sheet of the agreement in principle with the ACC on Monday, May 4, 2009. The
settlement agreement, dubbed “The Rate and Financial Stability Plan for APS”
contemplates a $207 million base rate increase effective January 1, 2010, predicated on
an 11.0% authorized return on equity (ROE). Line extension fees would be recorded as
revenues instead of contribution-in-aid-of-construction under the terms of the
settlement. The agreement-in-principle as proposed would authorize deferral and
recovery of pension and OPEB costs. The company would reduce operating costs $150
million over five years and agrees not to file a GRC before June 1, 2011 and rates would
remain unchanged through July 1, 2012. In addition, APS agrees to obtain $700 million of
equity infusions 2010 - 2014.

Importantly, the parties to the agreement intend to process future rate cases within 12
months of sufficiency findings, which would reduce regulatory lag and provide
opportunity for improved utility earned returns.

GRC Background APS filed its 2008 GRC with the ACC on March 24, 2008 based on a test
year ending September 30, 2007. On June 2, 2008, at the request of the ACC staff, APS
filed an updated rate request based on a test year ending December 31, 2007. The utility
in its filing supports a $278 million rate increase based on an 11.5% authorized ROE and a
weighted average cost of capital of 8.86%. The company's proposed $5.8 billion rate base
includes units 5 and 6 of the Yucca Mountain plant, steam generator replacement at Palo
Verde Nuclear Generating Station unit 3, and environmental upgrades to APS’s coal
plants.

Expected Timing of a Final ACC Order The parties to the “The Rate and Financial
Stability Plan for APS,” include the ACC staff, the residential utility consumer office and
all major intervenor groups in the proceeding, are expected to file testimony in July
2009. A hearing is expected to be conducted in August 2009 before the ACC, which
should facilitate an October 2009 administrative law judge proposed order and a final
ACC order before year-end 2009.

Liquidity and Debt Structure

APS has a $250 million commercial paper program in place, backed by its $377 million
revolving credit facility that matures in December 2010. To provide additional liquidity to
meet its power supply related funding requirements, including collateral outlays, the
company also has a $489 million revolver in place that matures September 2011.
Combined availability under APS’ credit agreements of $866 million is net of $44 million
unavailable due to the Lehman bankruptcy filing in September 2008. The facilities may
be used for bank borrowings and/or letter of credit issuance of up to $583 million. APS
has been unable to access commercial paper markets since September 2008. In February
2009, APS issued $500 million of 8.75% senior unsecured notes due 2019, using the
proceeds to reduce short-term debt and for general corporate purposes.

At March 30, 2009, APS had cash and cash equivalents totaling
$18 million and total on-balance sheet debt of $3.587 billion, composed of $3.35 billion
of long-term debt and $237 million of short-term debt and current maturities. Scheduled
long-term 2009 - 2013 APS debt maturities are manageable with $400 million of 6.375%
senior notes due in October 2011. On an adjusted basis, debt-to-FFO at APS was 5.6x as
of March 30, 2009 and debt as a percent of total capitalization 55%. Fitch expects APS’
reduced, albeit large capital investment program to require significant new money
financing, which Fitch assumes will be provided through a balanced mix of equity and
debt offerings.

Arizona Public Service Company January 17, 2008
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Large Capital Expenditure Program
APS is in the midst of a major investment cycle that is expected to result in upward
pressure on rates over the next several years. In 2008, APS announced a reduction to its

planned capital spending program of $700
million, reflecting eliminations and
deferral of certain investment projects and
reduced customer growth. Nonetheless,

Arizona

Public

Forecasted Capital Expenditures

Service Co.

projected capital investment is estimated (s mit.)

at $2.5 billion during 2009 - 2011, a 2%

increase from the $2.418 billion of 2000 2010 Total,
construction spending in 2006 - 2008. Fitch . . . 2‘;6 368 2215; 2°°9'22;;
expects that significant external financing,  Transmission 275 99 185 559
both debt and equity, will be required to  Generation 288 274 319 881

fund APS' investment program. Capital Other 44 37 50 131
expenditures at APS are targeted primarily o 883 676 510 2,469
at  transmission,  distribution = and  Source: Company filings.

environmental projects, and are net of

contributions in aid of construction.

Palo Verde Nuclear Generating Station Update

In March 2009, the Nuclear Regulatory Commission (NRC) removed the Palo Verde Nuclear
Generating Station Unit 3 from the “multiple/repetitive degraded cornerstone column”
and Units 1 and 2 from the “one degraded cornerstone column.” Thus, PYNGS is returned
to routine inspection and normal oversight by the NRC. The action follows completion of
NRC inspection of corrective actions undertaken by PVNGS management to correct
deficiencies. PYNGS unit 1 is currently out-of-service for refuelling and is expected to
return to commercial operation by May 17, 2009. Unit 2 is scheduled for a 60 day outage
in the fall to refuel the plant, replace its reactor head and installation of a rapid
refuelling package. Finally with regard to PVNGS, APS has filed with the NRC to extend
the nuclear generating station’s operating license, A ruling from the NRC is expected in
18 - 24 months.

Arizona Public Service Company January 17, 2008
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Arizona Public Service Co.
{8) in Millions
Fiscal Year-End: December

03/2009
Financial Summary LTM 2008YE 2007YE 2006 YE 2005 YE
Fundamental Ratios
FFO/Interest Expense (x) 43 55 4.6 3.6 44
CFO/Interest Expense (x} 3.2 47, 48 3.1 51 ,
Debt/FFO (x) 56 39 49 6.8 5.0
Operating EBIT/ntere st Expense (x) 2.6 27 3.0 3.0 3.2
Operating EBITDAnterest Expense (x) 4.4 45 49 49 5.0
Debt/Operating EBITDA (x) 4.2 39 3.6 36 3.4
Common Dividend Payout (%) 67.2 649 59.9 63.0 100.0
Internal Cash/Cap. Ex (%) 341 65.0 65.1 331 86.8
Cap. Ex/Depreciation {%) 274 2431 2474 189.8 193.2
Profitability
Adjusted Revenues 3,110 3133 2,936 2,659 2,271
Net Revenues 1,845 1843 1,785 1,689 1,582
Operating and Maintenance Expense 800 787 i 710 666 592
Operating EBITDA 945 %7, _ 9m? 91 891
Depreciation and Amortization Exp. 387 w3 353 35
Opecating EBIT 558 54, = 607 568 566
Gross Interast Expense 17 213! 200 189 177
Net Income for Common 253 262 - 284 270 170
Oper. Maint. Exp. % of Net Revenues 434 27 398 394 374
Oparating EBIT % of Net Revenues 302 3.1 340 36 358
Cash Flow
Cash Flow from Operations 475 784 . 766 394 722
Change in Working Capital (238) (182) 46 91) 115
Funds from Operations 713 966 720 485 607
Dividends (170) (170). (170) (170) (170)
Capital Expenditures ) (880) (931): (503) (670) (628)
Free Cash Flow (589) (331) (319) (453) (84)
Net Other Investment Cash Flow 63 52 (11) (11) 487
Net Change in Debt 514 276 ' 216 309 (157)
Net Change in Equity 8 8 40 213 250
Capital Structure
Short-Term Debt 236 52 218 - -
Long-Term Debt 3,747 3247 : 3309 3,318 3,033
Total Debt 3,983 3,769 3527 3,318 3,033
Total Hybrid Equity & Minority Interest - - . . .
Common Equity . 3218 3339 3,351 3,207 2,985
Total Capital 7,201 7,108 , 6878 6,525 6,018
Total Debt/Total Capital (%) 58.3 B0. _ 513 509 504
Total Hybrid Equity & Minority Interest/Total Capital (%) - - - . .
Common Equity'Total Capital (%) u7 w0 ®7" 1 496

LTM - Latest 12 months. Operating EBIT - Operating income before total reported state and federal income tax expense.

Operating EBITDA - Operating Incoms before total reported state and federal income tax expense plus depreciation and amortization expen
Source: Company Reports/Fitch Ratings

Note:

Numbers may not add dus fo rounding.
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Copyright © 2008 by Fitch, Inc., Fitch Ratings Ltd. and its subsidlaries. One State Street Plaza, NY, NY 10004,

Telephone: 1-800-753-4824, (212) 908-0500. Fax: (212) 480-4413. Reproduction or retransmission in whole or in part is prohibited except by
permission.  All rights reserved. All of the information contained herein is based on information obtalned from issuers, other obligors,
underwriters, and other sources which Fitch believes to be reliable. Fitch does not audit or verify the truth or accuracy of any such information.
As a result, the information in this report is provided “as fs” without any representation or warranty of any kind. A Fitch rating is an opinion as to
the creditworthiness of a security. The rating does not address the rtsk of loss due to risks other than credit risk, unless such risk is specifically
mentioned, Fitch is not engaged in the offer or sale of any security. A report providing a Fitch rating is neither a prospectus nor a substitute for
the information assembled, verified and presented to investors by the fssues and its agents in connection with the sale of the securities. Ratings
may be changed, suspended, or withdrawn at anytime for any reason in the sole discretion of Fitch. Fitch does not provide investment advice of
any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not « on the adeguacy of market price, the
suftability of any security for a partfcular investor, or the tax-exempt nature or taxability of payments made in respect to any security. Fitch
receives fees from issuers, insurers, guarantors, other obligors, and underwriters for rating securities. Such fees generally vary from USD1,000 to
USD750,000 (or the applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued by a particular
issuer, or insured or guaranteed by a particular insurer or guarantar, for a single annual fee. Such fees are expected to vary from USD10,000 to
USD1,500,000 {or the applicable currency equivalent). The assignment, publication, or dissemination of a rating by Fitch shall not constitute a
consent by Fitch to use its name as an expert in connection with any registration statement filed under the United States securities laws, the
Financial Services and Markets Act of 2000 of Great Britain, or the securities laws of any particular jurisdiction. Due to the relative efficiency of
electronic pubtishing and distribution, Fitch research may be available to electronic subscribers up to three days earlier than to print subscribers.
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McGill, James T(Z71171)

From: McGill, James T(Z71171)

Sent: Tuesday, May 12, 2009 9:05 AM
To: ‘Schumacher, Laura’

Subject: Next week

How many from Moody's will be attending the meeting? Want to make sure we have enough books.
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Re: Next week Page 1 of 1

McGill, James T(Z71171) .

From: Schumacher, Laura [Laura.Schumacher@moodys.com]
Sent:  Tuesday, May 12, 2009 3:51 PM

To: McGill, James T(Z71171)

Subject: Re: Next week

Hi Jim, I think five books should work.

----- Original Message-----

From: James. MCgill@pinnaclewest.com <James MCgill@pinnaclewest.com>
To: Schumacher, Laura

Sent: Tue May 12 12:05:22 2009

Subject: Next week

How many from Moody's will be attending the meeting? Want to make sure we have enough books.

Email Firewall made the following annotations

--- NOTICE —--

This message is for the designated recipient only and may contain confidential, privileged or proprietary information. If you have received it in
error, please notify the sender immediately and delete the original and any copy or printout. Unintended recipients are prohibited from making any
other use of this e-mail. Although we have taken reasonable precautions to ensure no viruses are present in this e-mail, we accept no liability for
any loss or damage arising from the use of this e-mail or attachments, or for any delay or errors or omissions in the contents which result from e-
mail transmission.

The information contained in this e-mail message, and any attachment thereto, is confidential and may not be
disclosed without our express permission. If you are not the intended recipient or an employee or agent responsible
for delivering this message to the intended recipient, you are hereby notified that you have received this message in
error and that any review, dissemination, distribution or copying of this message, or any attachment thereto, in
whole or in part, is strictly prohibited. If you have received this message in error, please immediately notify us by
telephone, fax or e-mail and delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well as any attachment thereto,
for viruses. We take no responsibility and have no liability for any computer virus which may be transferred via
this e-mail message.
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McGill, James T(Z711 71L;

MR
From: McGill, James T(Z71171)
Sent: Tuesday, May 12, 2009 4.16 PM
To: 'Philip.Smyth@fitchratings.com’
Subject: vist

What is the address we need to go to for our meeting next week?
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McGill, James T(Z71171)

R i
From: Philip.Smyth@fitchratings.com
Sent: Wednesday, May 13, 2009 5:48 AM
To: McGill, James T(Z71171)
Subject: Re: Fitch meeting in NYC

Jim,

The meeting is at 33 - Whitehall Street (between Pearl and Bridge), which is just across
the street (perpendicular to) our HQ building at One State Street Plaza). 33 Whitehall has
the Fitch logo on it. You can't miss it.

Please proceed to the security desk at 33 - Whitehall and to the 18th floor Fitch
reception desk.

We look forward to meeting with you and your colleagues @ 9:30AM on Tuesday, May 19, 2009.
As I understand it, PNW attendees in addition to you will be Chris Froggatt and Jim
Hatfield. Represeting Fitch Ratings will be Glen Grabelsky, Rob Hornick and me.

Please do not hesitate to call if you need anything further.

Best Regards,

Phil

office: 212 908 0531
cell: 973 €99 3852

James .MCgill@pinn
aclewest.com

To
05/12/2005 07:16 Philip.Smyth@fitchratings.com
PM cc
Subject
vist

what is the address we need to go to for our meeting next week?

Email Firewall made the following annotations

NOTICE ---

This message is for the designated recipient only and may contain confidential, privileged
or proprietary information. If you have received it in error, please notify the sender
immediately and delete the original and any copy or printout. Unintended recipients are
prohibited from making any other use of this e-mail. Although we have taken reasonable
precautions to ensure no viruses are present in this e-mail, we accept no liability for
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any loss or damage arising from the use of this e-mail or attachments, or for any delay or
errors or omissions in the contents which result from e-mail transmission.

This email has been scanned by the Messagelabs Email Security System.
For more information please visit http://www.messagelabs.com/email

Confidentiality Notice: The information in this e-mail and any attachment (s) is
confidential and for the use of the addressee(s) only. If you have received this e-mail
in error, please delete this e-mail. Unauthorized use, reliance, disclosure or copying of
the contents of this e-mail, or any similar action, is prohibited.

This email has been scanned by the MessageLébs Email Security System.
For more information please visit http://www.messagelabs.com/email
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McGill, James T(Z71171)

From: Higuchi, Dene C(Z05435) on behalf of Hickman, Rebecca (Z46875)
Sent: Wednesday, May 13, 2009 8:56 AM
Subject: PNW/APS: PROCEDURAL SCHEDULE FOR RETAIL RATE SETTLEMENT

The procedural schedule for Arizona Public Service Company's recently proposed retail rate case settiement has been
issued by an Arizona Corporation Commission administrative faw judge. The table below summarizes the key dates:

Summary Procedural Schedule
For APS General Retail Rate Case Settlement

June 12, 2009 Fri. Definitive settlement agreement filing
July 1, 2009 Wed. Supporting parties' testimony due
July 22, 2009 Wed. Opposing parties’ festimony due

August 6, 2009 Thurs. Supporting parties' reply testimony due
August 19, 2009 Wed. Hearing begins

This schedule is consistent with the one proposed by the settling parties last week, except the hearing will begin two days
later than recommended. :

As always, if you have any questions about this development or need other information about our company, please contact
me or Lisa Malagon (602-250-5671).

Sincerely,

Beck:

Rebecca L. Hickman

Director of Investor Relations | Pinnacle West Capital Corporation

400 North 5th Street | Station 9998 | Phoenix, AZ 85004

Office 602-250-5668 | Fax 602-250-2789 | E-mail rhickman@pinnaclewest.com
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McGill, James T(Z71171)

From: Schumacher, Laura [Laura.Schumacher@moodys.com]
Sent: Thursday, May 14, 2009 7:24 AM

To: McGill, James T(Z71171)

Subject: FW: Next week

Jim, since you mentioned that Jim wanted to spend some time on our lease and pension
adjustments, I have also now invited our accounting specialist, so, if you could bring an
additional copy of the presentation, that would be great. If that is a problem, don't
worry, we can always share.

Thanks,
Laura

----- Original Message-----

From: Schumacher, Laura

Sent: Tuesday, May 12, 2009 6:51 PM
To: 'james.mcgill@pinnaclewest.com'
Subject: Re: Next week

Hi Jim, I think five books should work.

----- Original Message-----

From: James.MCgille@pinnaclewest.com <James.MCgill@pinnaclewest.com>
To: Schumacher, Laura

Sent: Tue May 12 12:05:22 2009

Subject: Next week

How many from Moody's will be attending the meeting? Want to make sure
we have enough books.

Email Firewall made the following annotations

--- NOTICE -~--

This message is for the designated recipient only and may contain
confidential, privileged or proprietary information. If you have
received it in error, please notify the sender immediately and delete
the original and any copy or printout. Unintended recipients are
prohibited from making any other use of this e-mail. Although we have
taken reasonable precautions to ensure no viruses are present in this
e-mail, we accept no liability for any loss or damage arising from the
use of this e-mail or attachments, or for any delay or errors or
omissions in the contents which result from e-mail transmission.

The information contained in this e-mail message, and any
attachment thereto, is confidential and may not be disclosed
without our express permission. If you are not the intended
recipient or an employee or agent responsible for delivering this
message to the intended recipient, you are hereby notified that you
have received this message in error and that any review,
dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If
you have received this message in error, please immediately notify
us by telephone, fax or e-mail and delete the message and all of
its attachments. Thank you. Every effort is made to keep our
network free from viruses. You should, however, review this e-mail
message, as well as any attachment thereto, for viruses. We take no
responsibility and have no liability for any computer virus which

1
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may be transferred via this e-mail message.
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McGill, James T(Z71171)

L
From: McGill, James T(Z71171)
Sent: Thursday, May 14, 2009 7:25 AM
To: ‘Schumacher, Laura’
Subject: RE: Next week

No problem. 1I'11 bring six. Can you tell me who all will be there?

----- Original Message-----

From: Schumacher, Laura [mailto:Laura.Schumacher@moodys.com]
Sent: Thursday, May 14, 2009 7:24 AM

To: McGill, James T(Z271171)

Subject: FW: Next week

Jim, since you mentioned that Jim wanted to spend some time on our lease and pension
adjustments, I have also now invited our accounting specialist, so, if you could bring an
additional copy of the presentation, that would be great. If that is a problem, don't
worry, we can always share.

Thanks,
Laura

----- Original Message-----

From: Schumacher, Laura

Sent: Tuesday, May 12, 2009 6:51 PM
To: 'james.mcgill@pinnaclewest.com’
Subject: Re: Next week

Hi Jim, I think five books should work.

----- Original Message-----

From: James.MCgill@pinnaclewest.com <James.MCgill@pinnaclewest.com> -
To: Schumacher, Laura

Sent: Tue May 12 12:05:22 2002

Subject: Next week

How many from Moody's will be attending the meeting? Want to make sure we have enough
books.

Email Firewall made the following annctations

--- NOTICE ---

This message is for the designated recipient only and may contain confidential, privileged
or proprietary information. If you have received it in error, please notify the sender
immediately and delete the original and any copy or printout. Unintended recipients are
prohibited from making any other use of this e-mail. Although we have taken reasonable
precautions to ensure no viruses are present in this e-mail, we accept no liability for
any loss or damage arising from the use of this e-mail or attachments, or for any delay or
errors or omissions in the contents which result from e-mail transmission.

The information contained in this e-mail message, and any attachment thereto, is
confidential and may not be disclosed without our express permission. If you are not the
intended recipient or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that you have received this message in error
and that any review, dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If you have received this
message in error, please immediately notify us by telephone, fax or e-mail and delete the
message and all of its attachments. Thank you. Every effort is made to keep our network

1
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.free from viruses. You should, however, review this e-mail message, as well as any
attachment thereto, for viruses. We take no responsibility and have no liability for any
computer virus which may be transferred via this e-mail message.
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McGill, James T(Z71171)

From: Schumacher, Laura [Laura.Schumacher@moodys.com]
Sent: Thursday, May 14, 2009 8:11 AM

To: McGill, James T(Z71171)

Subject: RE: Next week

Sure.

Confirmed at the moment are, me, Larry Hess (Team MD}, AJ Sababelle, Sr VP and back-up
analyst for Pinnacle, Jim Hempstead, Sr VP, Namsoo Lee, Senior Associate who supports me,
and Wesley Smyth our accounting specialist.

I think you know everyone except perhaps Namsoo and Wesley. Mitchell Moss, who is my
primary support for Pinnacle, will unfortunately not be able to join us.

Looking forward to seeing you,
Laura

————— Original Message-----

From: James.MCgill@pinnaclewest.com
[mailto:James.MCgill@pinnaclewest.com]
Sent: Thursday, May 14, 2009 10:25 AM
To: Schumacher, Laura

Subject: RE: Next week

No problem. I'll bring six. Can you tell me who all will be there?

----- Original Message-----

From: Schumacher, Laura [mailto:Laura.Schumacher@moodys.com)
Sent: Thursday, May 14, 2009 7:24 AM

To: McGill, James T(271171)

Subject: FW: Next week

Jim, since you mentioned that Jim wanted to spend some time on our lease
and pension adjustments, I have also now invited our accounting
specialist, so, if you could bring an additional copy of the
presentation, that would be great. If that is a problem, don't worry,
we can always share.

Thanks,
Laura

----- Original Message-~---

From: Schumacher, Laura

Sent: Tuesday, May 12, 2009 6:51 PM
To: 'james.mcgill@pinnaclewest.com'
Subject: Re: Next week

Hi Jim, I think five bocks should work.

----- Original Message-----

From: James.MCgill@pinnaclewest.com <James.MCgill@pinnaclewest.com>
To: Schumacher, Laura

Sent: Tue May 12 12:05:22 2009

Subject: Next week

How many from Moody's will be attending the meeting? Want to make sure
we have enough books.

Email Firewall made the following annotations
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--- NOTICE ---

This message is for the designated recipient only and may contain
confidential, privileged or proprietary information. If you have
received it in error, please notify the sender immediately and delete
the original and any copy or printout. Unintended recipients are
prohibited from making any other use of this e-mail. Although we have
taken reasonable precautions to ensure no viruses are present in this
e-mail, we accept no liability for any loss or damage arising from the
use of this e-mail or attachments, or for any delay or errors or
omissions in the contents which result from e-mail transmission.

The information contained in this e-mail message, and any attachment
thereto, is confidential and may not be disclosed without our express
permission. If you are not the intended recipient or an employee or
agent responsible for delivering this message to the intended recipient,
you are hereby notified that you have received this message in error and
that any review, dissemination, distribution or copying of this message,
or any attachment thereto, in whole or in part, is strictly prohibited.
If you have received this message in error, please immediately notify us
by telephone, fax or e-mail and delete the message and all of its
attachments. Thank you. Every effort is made to keep our network free
from viruses. You should, however, review this e-mail message, as well
as any attachment thereto, for viruses. We take no responsibility and
have no liability for any computer virus which may be transferred via
this e-mail message.

The information contained in this e-mail message, and any
attachment thereto, is confidential and may not be disclosed
without our express permission. If you are not the intended
recipient or an employee or agent responsible for delivering this
message to the intended recipient, you are hereby notified that you
have received this message in error and that any review,
dissemination, distribution or copying of this message, or any
attachment thereto, in whole or in part, is strictly prohibited. If
you have received this message in error, please immediately notify
us by telephone, fax or e-mail and delete the message and all of
its attachments. Thank you. Every effort is made to keep our
network free from viruses. You should, however, review this e-mail
message, as well as any attachment thereto, for viruses. We take no
responsibility and have no liability for any computer virus which
may be transferred via this e-mail message.
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$25 million
$49 million

+ APS to obtain at least $700 mrlhon of equity mfusnons
in 2010 through 2014

(continued)
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Maximizing value of SunCor’s remaining assets and
eliminating its outstanding debt.
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McGill, James T(Z71171)

From: Dolyniuk, Karen E(J97440)
: Sent: Tuesday, May 19, 2009 1:48 PM
} To: ‘antonio_bettinelli@standardandpoors.com'
| Cc: McGill, James T(Z71171)
| Subject: Ratings Confirmation Letter
|
| Importance: High
| Attachments: APS Series 2009 Term Sheet.pdf; apspos.pdf

Hi Tonyl We spoke earlier today regarding a ratings letter for our Navajo and Coconino bonds. Attached is the term sheet
as well as the POS. We would very much appreciate receiving your letter today. Jim is out of the office today, so if you
would please forward the letter to both Jim and myself that would be great. Please let me know if you need anything else

from us.

Thank you!

APS Series 2009  apspos.pdf (329
Term Sheet.pdf... KB)

Karen E. Dolyniuk, CTP

Manager, Treasury Operations
Pinnacle West Capital Corporation
Phone: 602-250-5630
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McGill, James T(Z71171)

"From: Dolyniuk, Karen E(J97440)
Sent:  Tuesday, May 19, 2009 2:38 PM
To: ‘Bettinelli, Antonio'

Cc: McGill, James T(Z71171)
Subject: RE: Ratings Confirmation Letter

Thanks Tony.

Karen E. Dolyniuk, CTP

Manager, Treasury Operations
Pinnacle West Capital Corporation
Phone: 602-250-5630

From: Bettinelli, Antonio [mailto:Antonio_Bettinelli@standardandpoors.com]
Sent: Tuesday, May 19, 2009 2:15 PM

To: Dolyniuk, Karen E(J97440)

Cc: McGill, James T(271171)

Subject: RE: Ratings Confirmation Letter

The rating letter will come tomorrow. There are several procedural steps involved. Please call me if you have any questions.

Tony Bettinelli

Associate

U.S. Utilities & Infrastructure
Standard & Poor's Corporate Ratings
One Market Plaza

Steuart Tower, 15th Floor

San Francisco, CA 94105-1000
(415) 371-5067 Fax: (415) 371-5090
tony_bettinelli@sandp.com

The conference materials from the Standard & Poor's 16th Annual Utility Conference that took place on March
10, 2009 are available by clicking on www.events.standardandpoors.com/utility.

From: Karen.Dolyniuk@aps.com [maitto:Karen.Dolyniuk@aps.com]
Sent: Tuesday, May 19, 2009 1:46 PM

To: Bettinelli, Antonio

Cc: James.MCgill@pinnaclewest.com

Subject: Ratings Confirmation Letter

Importance: High

Hi Tony! We spoke earlier today regarding a ratings letter for our Navajo and Coconino bonds. Attached is the term sheet as well as
the POS. We would very much appreciate receiving your letter today. Jim is out of the office today, so if you would please forward
the letter to both Jim and myself that would be great. Please let me know if you need anything else from us.

Thank you!
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Karen E. Dolyniuk, CTP

Manager, Treasury Operations
Pinnacle West Capital Corporation
Phone: 602-250-5630

Email Firewall made the following annotations

--- NOTICE ---

This message is for the designated recipient only and may contain confidential, privileged or proprietary information. If
you have received it in error, please notify the sender immediately and delete the original and any copy or printout.
Unintended recipients are prohibited from making any other use of this e-mail. Although we have taken reasonable
precautions to ensure no viruses are present in this e-mail, we accept no liability for any loss or damage arising from the
use of this e-mail or attachments, or for any delay or errors or omissions in the contents which result from e-mail
transmission.

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise
be privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent
responsible for delivering this message to the Intended recipient, please be aware that any dissemination or copying of this communication is strictly
prohibited. If you have received this communication In error, please immediately notify us by replying to the message and deleting it from your computer.
The McGraw-Hill Companies, Inc. reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or
information sent to or from McGraw-Hill employee e-mail addresses without informing the sender or recipient of the message.
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From: Dolyniuk, Karen E(J97440)

Sent:  Wednesday, May 20, 2009 11:05 AM
To: ‘Bettinelli, Antonio’

Cc: McGill, James T(Z71171)

Subject: RE: Ratings Confirmation Letter

Thank you so much!
Karen E. Dolyniuk, CTP
Manager, Treasury Operations

Pinnacle West Capital Corporation
Phone: 602-250-5630

From: Bettinelli, Antonio [maiito:Antonio_Bettinelli@standardandpoors.com]
Sent: Wednesday, May 20, 2009 11:03 AM

To: Dolyniuk, Karen E(197440)

Cc: McGill, James T(Z71171)

Subject: RE: Ratings Confirmation Letter

Here it is.

From: Karen.Dolyniuk@aps.com [mailto:Karen.Dolyniuk@aps.com]
Sent: Tuesday, May 19, 2009 1:46 PM

To: Bettinelli, Antonio

Cc: James.MCgill@pinnaclewest.com

Subject: Ratings Confirmation Letter

Importance: High

Hi Tony! We spoke earlier today regarding a ratings letter for our Navajo and Coconino bonds. Attached is the term sheet as well as
the POS. We would very much appreciate receiving your letter today. Jim is out of the office today, so if you would please forward

the letter to both Jim and myself that would be great. Please let me know if you need anything else from us.
Thank you!

Karen E. Dolyniuk, CTP

Manager, Treasury Operations

Pinnacle West Capital Corporation
Phone: 602-250-5630

Email Firewall made the following annotations

~-- NOTICE ---

5/21/2009
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This message is for the designated recipient only and may contain confidential, privileged or proprietary information. If
you have received it in error, please notify the sender immediately and delete the original and any copy or printout.
Unintended recipients are prohlblted from makmg any other use of this e-mail. Although we have taken reasonable
precautions to ensure no viruses are present in this e-mail, we accept no hablhty for any loss or damage arising from the
use of this e-mail or attachments, or for any delay or errors or omissions in the contents which result from e-mail
transmission. '

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise
be privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent
responsible for delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly
prohibited. If you have received this communication in error, please immediately notify us by replying to the message and deleting it from your computer.
The McGraw-Hill Companies, Inc. reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or
information sent to or from McGraw-Hill employee e-mail addresses without informing the sender or recnpient of the message.
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May 20, 2009

Mr. James T. McGill

Director of Corporate Finance & Treasury
Arizona Public Service Co.

400 North 5th Street

MS-9996

Phoenix, AZ 85004

Re: ARIZONA PUBLIC SERVICE CO.
Navajo County Arizona Pollution Control Corporation Pollution Control Revenue
Refunding Bonds (Arizona Public Service Company Cholla Project)
$38,150,000 5.00% Series 2009A, due 2034
$32,000,000 5.50% Series 2009B, due 2034
$32,000,000 5.50% Series 2009C, due 2034
$32.000,000 5.75% Series 2009D, due 2034
$32,000,000 5.75% Series 2009E, due 2034
$12.850,000 5.5% Coconino County Arizona Pollution Control Corporation Pollution
Control Revenue Refunding Bonds (Arizona Public Service Company Navajo Project)
2009 Series A, due 2034

Dear Mr. McGill:

Pursuant to your request for a Standard & Poor’s rating on the above-referenced obligations, we
have reviewed the information submitted to us and, subject to the enclosed Terms and
Conditions, have assigned a rating of “BBB-".

The rating is not investment, financial, or other advice and you should not and cannot rely upon
the rating as such. The rating is based on information supplied to us by you or by your agents but
does not represent an audit. We undertake no duty of due diligence or independent verification
of any information. The assignment of a rating does not create a fiduciary relationship between
us and you or between us and other recipients of the rating. We have not consented to and will
not consent to being named an “expert” under the applicable securities laws, including without
limitation, Section 7 of the U.S. Securities Act of 1933. The rating is not a “market rating” nor is
it a recommendation to buy, hold, or sell the obligations.

This letter constitutes Standard & Poor’s permission to you to disseminate the above-assigned
rating to interested parties. Standard & Poor’s reserves the right to inform its own clients,
subscribers, and the public of the rating.

www.standardandpoors.com
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Standard & Poor’s relies on the issuer and its counsel, accountants, and other experts for the
accuracy and completeness of the information submitted in connection with the rating. This
rating is based on financial information and documents we received prior to the issuance of this
letter. Standard & Poor’s assumes that the documents you have provided to us are final. If any
subsequent changes were made in the final documents, you must notify us of such changes by
sending us the revised final documents with the changes clearly marked.

To mainiain the rating, Standard & Foor’s must receive all relevant financial informatien as'soon
as such information is available. Placing us on a distribution list for this information would
facilitate the process. You must promptly notify us of all material changes in the financial
information and the documents. Standard & Poor’s may change, suspend, withdraw, or place on
CreditWatch the rating as a result of changes in, or unavailability of, such information. Standard
& Poor’s reserves the right to request additional information, if necessary, to maintain the rating.
Please send all information to Anne Selting at Standard & Poor’s Corporate Ratings, 55 Water
Street, New York, NY 1004].

Standard & Poor’s is pleased to have the opportunity to be of service to you. For more
information please visit our website at www.standardandpoors.com. If we can be of help in any
other way, please contact us. Thank you for choosing Standard & Poor’s and we look forward to

working with you again.

Very truly yours,

Standard & Poor’s Ratings Services,

a divisig € MeGraw-Hill Companies, Inc. -
(>} . ( 4&—

/S 7
(/\An/alytical Contact: Anne Selting

Phone:415-371-5009

Page 80 of 84



STANDARD
&POOR'S

Standard & Poor’s Ratings Services
Terms and Conditions
Applicable To
U.S. Corporate Ratings

Scope of Rating. The Company understands and agrees that (i) an issuer rating reflects Standard & Poor’s current opinion
of the Company’s overall financial capacity to pay its financial obligations as they come due, (ii) an issue rating reflects
Standard & Poor’s current opinion of the likelihood that the Company will make payments of principal and interest on a
timely basis in accordance with the terms of the obligation, (iii) a rating is an opinion and is not a verifiable statement of fact,
(iv) ratings are based on information supplied to Standard & Poor’s by the Company or by its agents and upon other
information obtained by Standard & Poor’s from other sources it considers reliable, (v) Standard & Poor’s does not perform
an audit in connection with any rating and a rating does not represent an audit by Standard & Poor’s, (vi) Standard & Poor’s
relies on the Company, its accountants, counsel, and other experts for the accuracy and completeness of the information
submitted in connection with the rating and surveillance process, (vii) Standard & Poor’s undertakes no duty of due
diligence or independent verification of any information, (viii) Standard & Poor’s does not and cannot guarantee the
accuracy, completeness, or timeliness of the information relied on in connection with a rating or the results obtained from the
use of such information, (ix) Standard & Poor’s may raise, lower, suspend, place on CreditWatch, or withdraw a rating at
any time, in Standard & Poor’s sole discretion, and () a rating is not a "market” rating nor a recommendation to buy, hold,
or sell any financial obligation.

Publication. Standard & Poor’s reserves the right to publish, disseminate, or license others to publish or disseminate the
rating and the rationale for the rating unless the Company specifically requests that the rating be assigned and maintained on
a confidential basis. If a confidential rating subsequently becomes public through disclosure by the Company or a third
party other than Standard & Poor’s, Standard & Poor’s reserves the right to publish it. As a matter of policy, Standard &
Poor’s publishes ratings for all public issues in the U.S. market and 144A issues with registration rights. Standard & Poor’s
may publish explanations of Standard & Poor’s ratings criteria from time to time and nothing in this Agreement shall be
construed as limiting Standard & Poor’s ability to modify or refine Standard & Poor’s criteria at any time as Standard &
Poor’s deems appropriate.

Information to be Provided by the Company. The Company shall meet with Standard & Poor’s for an analytic review at
any reasonable time Standard & Poor’s requests. The Company also agrees to provide Standard & Poor’s promptly with
all information relevant to the rating and surveillance of the rating including information on material changes to
information previously supplied to Standard & Poor’s. The rating may be affected by Standard & Poor’s opinion of the
accuracy, completeness, timeliness, and reliability of information received from the Company or its agents. Standard &
Poor’s undertakes no duty of due diligence or independent verification of information provided by the Company or its
agents. Standard & Poor’s reserves the right to withdraw the rating if the Company or its agents fails to provide Standard
& Poor’s with accurate, complete, timely, or reliable information.

Confidential Information. For purposes of this Agreement, “Confidential Information™ shall mean information received
by Standard & Poor’s from the Company which has been marked “Proprietary and Confidential” or in respect of which
Standard & Poor’s has received from the Company specific written notice of its proprietary and confidential nature.
Notwithstanding the foregoing, information disclosed by the Company shall not be deemed to be Confidential
Information, and Standard & Poor’s shall have no obligation to treat such information as Confidential Information, if
such information (i) was substantially known by Standard & Poor’s at the time of such disclosure, (ii) was known to the
public at the time of such disclosure, (iii) becomes known to the public (other than by Standard & Poor’s act) subsequent
to such disclosure, (iv) is disclosed lawfully to Standard & Poor’s by a third party subsequent to such disclosure, (V) is
developed independently by Standard & Poor’s without reference to the Confidential Information, (vi) is approved in
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writing by the Company for public disclosure, or (vii) is required by law to be disclosed by the Company or Standard &
Poor’s provided that notice of such required disclosure is given to the Company. Commencing on the date hereof,
Standard & Poor’s will use Confidential Information only in connection with the assignment and monitoring of ratings
and will not directly disclose any Confidential Information to any third party. Standard & Poor’s may also use
Confidential Information for research and modeling purposes provided that the Confidential Information is not presented
in a way that can be directly tied to the Company. The Company agrees that the Confidential Information may be used to
raise, lower, suspend, withdraw, place on CreditWatch, and change the Outlook assigned to any rating if the Confidential
Information is not directly disclosed.

Standard & Poor’s Not an_Advisor, Fiduciary, or Expert. The Company understands and agrees that Standard & Poor’s
is not acting as an investment, financial, or other advisor to the Company and that the Company should not and cannot
rely upon the rating or any other information provided by Standard & Poor’s as investment or financial advice. Nothing
in this Agreement is intended to or should be construed as creating a fiduciary relationship between Standard & Poor’s
and the Company or between Standard & Poor’s and recipients of the rating. The Company understands and agrees that
Standard & Poor’s has not consented to and will not consent to being named an “expert” under the applicable securities
laws, including without limitation, Section 7 of the U.S. Securities Act of 1933.

Limitation on Damages. The Company agrees that Standard & Poor’s, its officers, directors, shareholders, and
employees shall not be liable to the Company or any other person for any actions, damages, claims, liabilities, costs,
expenses, or losses in any way arising out of or relating to the rating or the related analytic services provided for in an
aggregate amount in excess of the aggregate fees paid to Standard & Poor’s for the rating, except for Standard & Poor’s
gross negligence or willful misconduct. In no event shall Standard & Poor’s, its officers, directors, shareholders, or
employees be liable for consequential, special, indirect, incidental, punitive or exemplary damages, costs, expenses, legal
fees, or losses (including, without limitation, lost profits and opportunity costs). In furtherance and not in limitation of
the foregoing, Standard & Poor’s will not be liable in respect of any decisions made by the Company or any other person
as a result of the issuance of the rating or the related analytic services provided by Standard & Poor’s hereunder or based
on anything that appears to be advice or recommendations. The provisions of this paragraph shall apply regardless of the
form of action, damage, claim, liability, cost, expense, or loss, whether in contract, statute, tort (including, without
limitation, negligence), or otherwise. The Company acknowledges and agrees that Standard & Poor’s does not waive
any protections, privileges, or defenses it may have under law, including but not limited to, the First Amendment of the
Constitution of the United States of America.

Term. This Agreement shall terminate when the ratings are withdrawn. Notwithstanding the foregoing, the paragraphs
above, “Confidential Information”, “Standard & Poor’s Not an Advisor, Fiduciary, or Expert”, and “Limitation on
Damages”, shall survive the termination of this Agreement or any withdrawal of a rating.

Third Parties. Nothing in this Agreement, or the rating when issued, is intended or should be construed as creating any
rights on behalf of any third parties, including, without limitation, any recipient of the rating. No person is intended as a
third party beneficiary to this Agreement or to the rating when issued.

Binding Effect. This Agreement shall be binding on, and inure to the benefit of, the parties hereto and their successors and
assigns.

Severability. In the event that any term or provision of this Agreement shall be held to be invalid, void, or
unenforceable, then the remainder of this Agreement shall not be affected, impaired, or invalidated, and each such term
and provision shall be valid and enforceable to the fullest extent permitted by law.

Complete Apgreement. This Agreement constitutes the complete agreement between the parties with respect to its subject
matter. This Agreement may not be modified except in a writing signed by authorized representatives of both parties.

Governing Law. This Agreement and the rating letter shall be governed by the internal laws of the State of New York.
The parties agree that the state and federal courts of New York shall be the exclusive forums for any dispute arising out
of this Agreement and the parties hereby consent to the personal jurisdiction of such courts.
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McGill, James T(Z71171)

From: Higuchi, Dene C(Z05435) on behaif of Hickman, Rebecca (Z46875)
Sent: Friday, May 22, 2009 10:51 AM

Subject: PNW/APS: SECOND MAJOR SOLAR PLANT ANNOUNCED
Attachments: StarwoodFact Sheet.pdf

We lssued a press release this morning announcing plans for a second major concentrating solar plant in Arizona.
Starwood Solar | will be a 290-megawatt facility, which is scheduled to begin delivering power in 2013. APS plans to
purchase all of the output from the plant. The text of the press release is included below in this message. A fact sheeton
the plant is also attached.

As always, if you have any questions about this announcement or need other information about our company, please call
me or Lisa Malagon (602-250-5671).

Sincerely,

Beck

Rebecca L. Hickman

Director of Investor Relations | Pinnacle West Capital Corporation

400 North 5th Street | Station 9998 | Phoenix, AZ 85004

Office 662-250-5668 | Fax 602-250-2789 | E-mail rhickman@pinnaclewest.com

APS, STARWOOD ENERGY TO COLLABORATE
ON MAJOR CONCENTRATING SOLAR PLANT
APS to Provide More Solar Electricity per Customer than any other U.S. Utility

PHOENIX — Arizona Public Service and Starwood Energy Group Global, LLC announced plans today for a 290-megawatt
concentrating solar plant — among the largest in the world - to be built in the Harquahala Valley, 75 miles west of Phoenix.
it will produce enough electricity to power more than 73,000 APS customer homes.

Scheduled for completion in 2013, Starwood Solar | will be owned by an affiliate of Starwood Energy with all the electricity
generated by the facility provided to APS through a long-term purchase power agreement. Lockheed Martin, a leading
global security company with extensive systems integration expertise, will design, build and operate the facility.

“A more sustainable future that highlights solar energy is a vision we share with our regulators at the Arizona Corporation
Commission, the Governor and our customers throughout the state,” said APS Chairman and Chief Executive Officer Don
Brandt. “Starwood Solar | represents a major addition to the APS generation fleet and further strengthens our position as a
leader in using the sun to generate electricity. This is yet another meaningful step in making Arizona the solar capital of the
world.”

Starwood Solar | will be constructed on approximately 1,900 acres and include 3,500 parabolic mirrors that will focus solar
thermal energy onto a heat transfer fiuid. The hot fluid will convert water into steam, which then turns the plant’s turbines to
create electricity, much like a traditional power piant. The plant also uses molten salt to store solar energy and continue
producing electricity for up to six hours after the sun goes down — or through the perlod of highest electricity usage during
hot Arizona evenings.

“We are delighted to enter into such an important relationship with APS and the people of Arizona,” said Brad Nordholm,
Chief Executive Officer of Starwood Energy. “Along with Lockheed Martin, we look forward to completing this project and
providing cost-effective solar power for many decades.”

Principals at Starwood Energy and its affiliates have developed or acquired 37 power generation and transmission projects
totaling over $12 billion in value.

“Lockheed Martin is very pleased to partner on the Starwood Solar | project. Our expertise with engineering and production
makes us uniquely qualified to serve as the project’s Engineering, Procurement and Construction contractor,” said Chris
Myers, Lockheed Martin Vice President for Solar Energy programs. “To drive to successful completion on this project, we
are applying the kind of world-class systems engineering and disciplined integration approaches that all of our domestic
and international customers enjoy.”
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| This is the third major solar power announcement for APS this month, in what comprises the “APS Solar Tour — Spring

2009.” Previous “tour stops” this month included the announcement of the APS Community Power Project in Flagstaff and
the dedication of a new solar project providing energy at the Grand Canyon.

In addition, this is the second purchase power agreement by APS for energy from a concentrating solar plant. In February
2008, APS signed an agreement with Abengoa Solar for the power from the to-be-built 280-megawatt Solana Solar Plant.
With Solana, Starwood Solar | and other contractual agreements, APS expects to have 800 megawatts of energy in'its
renewable energy portfolio in 2014. This is enough energy for nearly one-quarter of a million customers and ensures that
APS will exceed the requirements of the ACC-established renewable energy standard. The project requires the approval of
the ACC.

“With Starwood Solar |, Solana and our other projects, APS will provide more solar electricity per customer than any utility
in the country,” Brandt said.

Currently, the company has more than 157 megawatts of energy coming from a variety of renewable sources, including
concentrating solar, photovoltaic solar, wind, biomass and geothermal. While some of the energy comes from APS and
customer-owned systems, a majority comes from purchase power agreements such as the one just signed with Starwood
LLC.

About Starwood Energy Group LLC
Starwood Energy is a private equity firm focused on energy and infrastructure investment. Starwood Energy is an affiliate
of Starwood Capital Group, a leading real estate private equity firm founded in 1991 and led by Barry Sterniight. More

information is available at www.starwoodenergygroup.com.

About Lockheed Martin

Headquartered in Bethesda, Md., Lockheed Martin is a global security company that employs about 146,000 people
worldwide and is principally engaged in the research, design, development, manufacture, integration and sustainment of
advanced technology systems, products and services. The corporation reported 2008 sales of $42.7 billion.

About APS
APS, Arizona’s largest and longest-serving electricity utility, serves more than one million customers throughout the state.

With headquarters in Phoenix, APS is the largest subsidiary of Pinnacle West Capital Corp. (NYSE: PNW).
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StarwoodFact
Sheet.pdf (199 KB...
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